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LIKE SHOOTING FISH IN A BARREL 


It’s a cinch to get urgently needed facts and figures 


when all you have to do is call STATISTICAL. 


This organization can provide 100 girls for an 
inventory. We can give you 50, 1000 or 100,000 
hours for any figure work, whether it be a retro- 
active payroll, a revision of standard costs or a 
LIFO revaluation. Or we can key-punch from 


1000 to 1,000,000 ecards and then tabulate them 


e TABULATING e CALCULATING e 


TYPING 


for you on an inventory, a sales analysis, a machine 
load, a sales forecast or you name it. We can type 


1000 financial statements for you. 


All this may swamp you. but to STATISTICAL, 


it’s like shooting fish in a barrel. 


Remember this complete service is available to 
you on a regular or emergency basis. Just phone 


or write our nearest office for complete story. 


e MARKETING RESEARCH TABULATIONS e 


STAMS TION. TABULATING COMPANY 


53 WEST JACKSON BOULEVARD, CHICAGO 4, ILLINOIS * PHONE HARRISON 7-2700 


St. Louis Office 
Arcade Building, St. Lovis 1, Mo. 
Phone CHestnut 5284 


New York Office 
50 Broadway, New York 4, N.Y. 
Phone WHitehall 3-8383 





Put Ditto to work in your business. See how it saves copy 
work and manpower—effects savings in time and money 
that yield increased profits. For Ditto copies anything 

written, printed, typed or drawn at the lowest possible cost. 
You will save whether you adapt it co fit your payroll, pro- 


duction, purchasing, or order-billing system 


or profit by 


using it for such needs as listed below. If you're doing any 
of these jobs by hand, learn how Ditto can do the same 


work faster and without error 


save you hundreds of dol- 


lars in profits. Mail the coupon for facts, samples, and case 
histories on firms in every phase of business who attest to 


sensational savings with Ditto. 


PRODUCTION 
PURCHASING 
PAY ROLL 


ORDER-BILLING 


GENERAL 
MANAGEMENT 
D Policy and Procedure 
Manuals 
0 Organization Charts 
and Changes 
0 Minutes of Directors 
Meetings 
D Reports to Stock 
holders 
0 Conference Reports 
O Bulletins 
O Minutes of Manage 
ment Committee Meet 
ings 
FINANCE 
AND ACCOUNTING 
0 Balance Sheets 
0) Operating Reports 
0 Earnings Statements 
0 Expense Statements 
OD Audit Reports 
OD Budgets 
OD Appropriations 
O Financial Reports 


D Blank Report and Rec- 


ord Forms 
O Payroll System 
O Cost Analysis Records 


D Profit and Loss State- 


ments 
SALES AND 
SALES PROMOTION 
INCLUDING 
ADVERTISING 
O Price Lists 
OD Price Changes 
0 Sales Manuals 
O Contest Bulletins 
0 Sales Bulletins and 
Instructions 


FF 


658 S. Oakley Blvd., Chicago 12, Il. 


In Canada: Ditto of Canada, Ltd., Toronto, Ont. 


CHECK THESE PROFIT-MAKING APPLICATIONS. MAIL THE COUPON 


0 Sales Letters 

O Quotations and Bids 

0 Market Analysis 

0 Quotas and Perform- 
ance Recoras 

0 Prospect Records 

O Mailing Lists 

0) House Organs 

0) Schedules 

0 Advertising Layouts 

0 Sales Reports 

0 Blank Report and 
Record Forms 

O Commission 
Statements 

O Instruction Sheets 

0 Examination Papers 

0 Copies of Testimonial 
Letters 

[7 Statistical Records 

(J Convention Programs 
and Reports 

O Reports of Advertising 
Results 

0 Posters 

O Questionnaires 

0D Sales Training 
Materials 


PRODUCTION 

0) Process and Production 
Orders 

D Manufacturing 
Schedules 

0 Manufacturing Specifi- 
cations 

0 Change Orders 

0 Drawings and Sketches 

O Production Reports 

0 Charts and Graphs 

0 Plant Notices 

0 Laboratory Reports 


O Test Reports 

O) Notices and Bulletins 

0 InstructionstoForemen 

0 Stock Sheets 

O Inventory Reports 

0 Scrap and Salvage 
Reports 

0 Defective Material 
Reports 

0 Training Manuals 

OD Training Schedules 


OFFICE 
MANAGEMENT 


0 Order and Billing 
System 

0 Blank Report and Rec- 
ord Forms 

0 Copies of Wires and 
Cables 

D Telegraphic Codes 

0 Manuals— Office 

OJ Vacation Schedules 

0 Bulletins and Notices 

O Branch Inventories 
and Shipments 


0 Methods and 
Procedures Manuals 
D Export Shipping Orders 
0 Export Bills of Lading 
PERSONNEL 
AND INDUSTRIAL 
RELATIONS 
0 Absentee Reports 
O Safety Bulletins 
(In Colors) 
D Educational and Train- 
ing Bulletins 
D Blank Report and Rec- 
ord Forms 
0 Personnel Record 
System 
0 Organization Manuals 
PURCHASING AND 
RECEIVING 
D Purchase Order and 
Receival System 
0 Contract Records 
OD Notices and Bulletins 
O Blank Report and Rec- 
ord Forms 
0 Bid Requests 
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samples. 
Name.. 
Company. 
Address 
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658 S. Oakley Blvd., Chicago 12, Illinois 

In Canada: Ditto of Canada, Ltd., Toronto, Ont., Canada 
Gentlemen: Without cost or obligation please 

mail me Ditto profit-earning facts and Ditto 
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TRAINING 
YOU CAN 


WITH 


es 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for LAS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
[AS training. 
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OFFICE ACTIVITIES 
Editors, THI 
The article appearing in your Novem- 
ber 1948 issue, “The Control of Clerical 
Costs by Performance Measurements,” has 
been read by us with great interest. In it 
Mr. Mulligan states: “It was these factors 
that led to the development of our book 
of standard unit time values for most com- 
office activities.” We are extremely 
anxious to obtain a copy of this book. 
Your cooperation in advising us [on this} 
will be appreciated 


CONTROLLER: 


mon 


K.Z. 
And 
I read with interest the article by Paul 
B. Mulligan in the November issue of 
THE CONTROLLER. In his article he refers 
to ‘our book of standard unit time values 
for most common office activities.” We 
are interested in making a Clerical Cost 
Control Survey and feel this can be ac- 
omplished more proficiently if we could 
obtain a copy of the book Mr. Mulligan 
refers to in his article. Will you be kind 
enough to obtain for us information as to 
where or how we may acquire a copy of 
this book ? 


RCs. 
And . 


Mr. F. 
write to you regarding 
appeared in the November issue of THI 
CONTROLLER, written by Paul B. Mulli- 
gan. In this article reference is made to 
a book of standard unit time values for 
most common office activities. We are in- 
terested in knowing if this book is avail- 
ible and, 


A. Curtis has suggested that I 
an article which 


if so, where ? 
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RECORD PRESERVATION 
Editors, THE CONTROLLER: 

I have just finished reading the article 
by Paul Haase in the December issue of 
THE CONTROLLER on ‘What To Do with 
Old Records.” This is a fine contribution 
on the subject. As you know, the record 
problem in a life insurance company is a 
big one and we are always interested in 
learning about ways to dispose safely of 
old files. The information contained in 
your article, together with the bibliogra- 
phy, certainly gives one a lot to think 
about. 


J. L. BATCHLER 
Secretary 


Kansas City Life Insurance ¢ ompany 
Kansas City, Missouri 
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The Editors 


“SPLENDID JOB’ 


Editors, THE CONTROLLER: 

I was very much impressed with the 
November issue of THE CONTROLLER. It 
seems to me that you are doing a splen- 
did job in publicizing both the Institute 
and the profession. 

F. L. RowLanp 

Executive Secretary 

Life Office Management Association 
New York 


ACCOUNTING DIGEST 
Editors, THE CONTROLLER: 

A Reader's Digest is urgently needed 
in the accounting profession. Reasons are 
so obvious for this type of publication I 
shall not recite them. Too often impor- 
tant and helpful articles are pushed out 
of our already overtaxed reading budget. 


FEBRUARY, 1949 





ere set eg PRE oN ni hen yd 


THE CONTROLLER is an excellent au- 
thoritative magazine—the articles valu- 
able, instructive and splendidly composed. 
If any criticism were possible to be di- 
rected at THE CONTROLLER or any other 
magazine of accountancy, it would come 
from the profession itself which would 
appreciate the opportunity to grab the 
heart of all the interesting articles in the 
various journals on this subject. The very 
nature of accounting makes for meticu- 
lous expression—valuable to the uniniti- 
ated, but superfluous to the experienced. 

If such a publication is available, | 
must confess my ignorance of its exist- 
ence. 

READER 


L. L. Briggs is editor of "The Account- 
ant’s Digest” which is published at 96 
Caroline Street, Burlington, Vermont. The 
publication is issued quarterly. The sub- 
scription price is 75¢ per copy and $3.00 
per year. 

—The Editors 





MORE CONTROLLER-PRESIDENTS 


Supplementing the list of 40 
names of corporation presidents and 
board chairmen who came from the 
ranks of controllership (see ‘The 
Controller's Presidential Potential, 
p. 556, THE CONTROLLER, Novem- 
ber 1948, and Correspondence, p. 4, 
THE CONTROLLER, January 1949), 
the editors have received informa- 
tion about additional controller- 
presidents. They are: 


ARTHUR BATTs, now Chairman 
of the Board and formerly Presi- 
dent of the Carborundum Company, 
Niagara Falls, N. Y. 


P. H. BILts, President of Gilbert 
& Barker Manufacturing Company, 
West Springfield, Mass. 


JOHN A. LAWLER, now President 
of Aeronca Aircraft Corporation, 
Middletown, Ohio. 


WarTeR P. MARSHALL, newly 
elected President of Western Union 
Te'egraph Company, New York. 


Messrs. Batts and Bills previously 
served their present firms in con- 
trollership channels, while Mr. Law- 
ler was formerly Controller of the 
Airplane Division, Curtiss-Wright 
Corporation, Columbus, Ohio. An- 
nouncement of Mr. Marshall's re 
cent election appears in the Personal 
Notes Department of this issue. 

That brings the count to 44 con 
troller-presidents. 

Nominations are still in order! 
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WASTING MONEY IN YOUR BUSINESS? 


As a comptroller, you know that one answer 
to competition is expense control. Yet many ex- 
ecutives are not aware of the great — often hidden 
— expense of accidents. And many have been pay- 


ing too much for insurance. 


Since organization in 1912, Liberty Mutual has 
helped thousands of businessmen cut costs by use 


of a tested plan. 


Liberty Mutual’s experienced loss prevention 
service shows you how to reduce accidents. Our 
claims service works to restore injured workers 
promptly to their jobs and to create good will for 
you by handling customer claims promptly and 
fairly. We deal direct with you to eliminate mis- 


understandings and reduce selling and service costs. 


This plan means a two-way saving for you: 


reduction of accidents with all their hidden costs, 
and the opportunity of sharing substantial dividends 
to reduce your insurance premium bill. Write or 
telephone Liberty Mutual today. We have 117 
branch offices from coast to coast ready to serve 
you anytime—anywhere. We will be glad to submit 


a proposal tailor-made to suit your needs. 


LIBERTY 


INSU 


RANCE COMPANY 
HOME OFFICE pOsTON 
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Controllership North of the Border 

U. S. businessmen who have not recently visited Canada 
may not fully appreciate the business and industrial growth 
which has occurred in recent years, both in volume of trans- 
actions and in size and number of enterprises. 

Even Canadian controllers were astonished when they 
recently took stock and found, for example, in the Hamil- 
ton-Toronto area, about one hundred controllers who were 
eligible for membership in the Controllers Institute of 
America, by reason of the scope of their duties and the size 
of their companies. 

A number of the controllers of some of Canada’s largest 
enterprises have long been members of the Controllers In- 
stitute but until recently had no local discussion groups 
headquartered in Canada. Early in December the National 
Board of Directors of the Controllers Institute granted 
charters for two controls in Canada: one in Montreal, one 
in Ontario (covering Hamilton and Toronto). 

It may have been prophetic that the Institute's founders 
chose the name “Controllers Institute of America’ rather 
than a name involving “United States.” Being careful to pre- 
serve its ‘‘amateur status’ as a technical society, steering clear 
of political entanglements and aspirations, the Institute has 
qualified itself to serve all America if and when that service 
is requested. As in the technical societies in the fields of 
engineering, medicine, or the natural sciences, an inter- 
change of views between members from neighboring coun- 
tries can be a distinct benefit. Both the similarities and the 
differences in their economies and legal backgrounds can 
lead to a fuller understanding of the corporate problems 
which the members must solve. 

Not only controllers but all businessmen in the United 
States will welcome this “ north of the border’’ develop- 
ment as another symbol of the close friendship which has 
been maintained for over a hundred years, across three thou- 
sand miles of unfortified frontier, between Canada and the 
United States. 

Canadian controllers are already thinking of the possi- 
bility of doing, through organized effort, the same service 
for Canadian business which controllers have done for 
American business and government, through the develop- 
ment of the Institute and the Controllership Foundation. 
Canadian controllers are looking forward to the day when 
they will have a sufficient number of groups spread across 
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Canada to be broadly representative of Canada’s controller- 
ship and financial management. They can then organize their 
committees to cooperate with the Parliament and the gov- 
ernment agencies of Canada on technical problems in such 
fields as taxation, securities and exchange regulation, and 
government purchases. 


Cost of Variety 

Each of the forty-eight states in our Union is in effect a 
laboratory of taxation. And within each laboratory are a sub- 
stantial number of experimentors at work—the several mu- 
nicipalities as well as the several interested committees and 
members of the state legislatures. The result is a weird and 
wonderful maze of regulations and forms. Generally no two 
of them are alike—even though they are involved in the col- 
lection of the same tax. 

For example, I learned the other day these facts from the 
experience of an organization operating leased departments 
in seventy-seven department stores, each operation being set 
up as a separate corporation. It was found that the prepara- 
tion of federal income tax for the whole organization cost 
about $500. In contrast to this, the preparation of state in- 
come tax returns in thirty different states costs about $4000 
per year, and, in addition, the cost of preparing sales tax re- 
turns in those states requiring them runs around $3000 per 
year. 

Development of uniform procedures and paper work, it is 
believed, would save half or three-quarters of this cost. 

The recently appointed Controllers Institute Committee 
on State and Local Taxation has here an opportunity and a 
problem. One of its jobs is to explore the possibility of de- 
creasing the unnecessary burden of business which results 
from the fact that we have several thousand taxing author- 
ities in the United States, each privileged in some degree to 
originate its own forms and procedures. 

Obviously we are not the only people who see this prob- 
lem. Organizations of State Tax Commissioners and Com- 
mittees of the American Bar Association are already at work 
on it. Presumably one of the first moves of the Institute's 
new Committee will be to coordinate its work with that of 
others moving toward the same objective. 

The potential saving to American business can be enor- 
mous—and without loss to anyone. The development of uni- 
form concepts for the administration of certain basic types of 
local tax law need not constrict the political liberty of the 
several states to change their rates and to enact or repeal their 
laws. They can maintain and develop the local independence 
and local initiative which has been one of the sources of 
strength of our American way. 


For the Author of Every Report to Management 

Years ago an elder stateman among controllers gave out 
this advice: “It’s fine to write something that can be under- 
stood. It's much finer to write something that cannot be 


misunderstood.” 
-WALTER MITCHELL, JR. 





“Only the Remington Rand Printing Calculator 


gives you printed figure facts” 
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“FOOLPROOF!” you'll say of the Printing Calculator, 
because it automatically prints every factor and 
answer on the tape. No squinting at hard-to-read 
dials, no repeating problems for proof. . . a glance 
at the tape tells you you’re right—right away! And, 
of course, the printed tape gives you a permanent 
record of the figure facts on which you base impor- 
tant decisions. 

Whatever your figuring needs, the electrified 
Printing Calculator provides faster, easier, less cost- 
ly operation, with 10-key touch control, “hand- 
span” feature keys, automatic completion and clear- 
ance. And, best of all, with the printed tape, you 
have an electric adding-listing machine too—two 
fine machines for your one modest investment. 


For the whole cost-cutting story, call your local representa- 
tive, or write for free booklet ‘‘Command Performance’’, to 
Remington Rand Inc., Dept. CR-2, 315 Fourth Avenue, New 
York 10, N.Y. 





You’ve never seen 
such a mimeograph 


Here, for the first time, is a table-top mimeo- 
graph with a self-contained electric-drive. The op- 
erator remains comfortably seated while this ma- 
chine produces clear, sharp copies of written, typed 
and drawn material at the rate of 140 per minute. 
Now add sturdy construction for continuous trouble- 
free operation, built-in features that handle a variety 
of jobs and the availability of special accessories to 
speed up and simplify systems work. 
Investigate this new A. B. Dick mimeograph, model 435. 
For use with all makes of suitable stencil duplicating 
products. Look in the phone book or write for the name of 
your nearby A. B. Dick Company representative. A. B. Dick 
Company, 720 West Jackson Boulevard, Chicago 6, Illinois. 


A. B. DICK & 


—the first name in mimeographing 


3 ‘ 
Shown at right is the model 27 
A. B. Dick mimeograph stand 


with built-in foot control for 
fast fatigue-free operation. 








Are You in “The Industrial Target’? 


By Julius B. Kaiser 


HE RESULT of both world wars proves 
| odhranetd the tremendous contribu- 
tion which industry offers to victory. 
America’s sustained, undamaged, unim- 
peded production was a vital factor to us 
and our allies. 

If there are any potential enemies lurk- 
ing in the political woods, they must also 
realize the strategic value of unmolested 
production. They must be greatly con- 
cerned over this essential reservoir of our 
strength, and it is more than just probable 
that they may be considering ways to cope 
with it. The development of planes, 
rockets, guided missiles, and the like has 
made it possible for them to deliver de- 
struction to us in an attempt to paralyze 
our industry. 

Our cities and concentrated industrial 
areas are strategically important targets. 
Defensive armaments—guns, _ planes, 
ships, and other physical objects of de- 
fense—are necessary, but they cannot be 
relied upon to be 100 per cent effective. 
Experience has shown that they may be 
penetrated, especially during the early 
stages of a war. 

The isolation we have previously en- 
joyed by virtue of both surrounding 
oceans is now a very shrunken asset. Sci- 
ence, applied to war, has done much to 
dispel our immunity to attack. 

Fortunately, however, a great share of 
our national defense still remains, for as 
long as bases near us stay in friendly 
hands an enemy will have to be satisfied 
with attacking major objectives only. It 
is most unlikely that complete coverage 
of our terrain with destruction could be 
effected—as occurred in England in the 
last war. Our coastline, major cities and 
centers of production will be luscious bait 
to an adversary, but our vast interior land 
would pose too much of a problem of 
accessibility. 

Perhaps an even greater resource than 
the value of our exclusive possession of 
the atomic bomb is our hinterland. With- 
in the vast acreage of the center of our 
country our industry can take sanctuary 
can be safe to produce for victory. 

It is not always feasible to move a fac- 
tory inland or to a remote spot, away 
from a target region. Many reasons may 
prevent such a move. Those plants which 
remain in neighborhoods attractive to an 
enemy will have to trust in anti-aircraft 


and other defensive measures, meanwhile 
praying that whatever destruction occurs 
can be quickly repaired. 

Personnel which has not been evacu- 
ated to interior sections of the country 
must also be targets for the enemy. Hu 
man elements of production contributing 
either executive guidance or operative 
skill, personnel represents a vital integral 
part of industry. 

Factory workers would appear to be 
more secure than headquarters executives 
as congestion at the time of bombing 
would not be so intense within a factory 
site as it would be in a large city. The op- 
portunity to find shelter at such a time 
seems greatly in favor of the machine op- 
erator as against the office worker—par- 
ticularly if the latter is employed in a 
metropolis whose destruction would be a 
singular triumph for an enemy. 


To add safety to production, to do all 
that can be done so that it will function 
at maximum efficiency if war should come, 
requires that all component elements of 
production be given a full measure of 
protection. If a plant cannot be moved to 
a safer spot for the safety of its equip 
ment, inventory, and workers—/f 
quarters remain within a 
center of population because trans porta 
tion out of the 
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there is no reason why the company rec- 
ords should not be sent to a place where 
they will be secure. 

Should a company lose a member of 
its management, it still may preserve his 
‘know-how.” The directives of this ex- 
ecutive—his statements of policy, instruc 
tions on procedures, his reports, his sug 
gestions and criticisms—all are part of a 
great written treasury which can ease the 
blow caused by the loss of his personal 
service. 

If a plant should be destroyed, the re- 
pair may be financed through insurance 
or by government assistance, while the 
blueprints, specifications, formulary, flow 
charts, instructions to operators, and other 
such records will provide the means to re 
store activity to the reopened factory. 

The guidance and efficiency supplied 
by business documents will stand by to 
revive a disabled enterprise—/f those rec- 
ords have been carefully preserved. 

The works of important key men live 
after them, reflected in the paper records 
summing up their activities. These may be 
consulted by future management, per 
petuating the guidance of years of service 
If these documents are lost, whether in 
the heat of war or through mishandling 
during a period of peace, the loss of guid 
ance is a serious one indeed. It becomes 
even more acute when the executive and 
the written chronicle of his deeds are lost 
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JULIUS B. KAISER, archivist of Standard Brands Inc., has 
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completing—analysis of several thousand types of records 
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of value. A previous article by Mr. Kaiser, “Paper Profits,” 
appeared in the May 1947 issue of THE CONTROLLER. 
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simultaneously, as could so easily happen 
in wartime. 

When factory records are lost, manu- 
facturing problems must be solved over 
again without recourse to past solutions. 
This is expensive in peacetime, disastrous 
in wartime when the security of the na- 
tion rests upon the ability of each manu- 
facturing unit to produce at miximum 
efficiency. 


Tue stimulus for self-preservation can 
be counted upon to a reasonable degree 
to aid in the preservation of human life. 
The durability of steel and stone may be 
trusted to withstand to the utmost the 
effects of explosion. But what can be re- 
lied upon to safeguard the records of 
business? 

Paper can roast to illegibility without 
direct contact with fire. Words disinte- 
grate when water, used to extinguish a 
blaze which may be inconsequential, has 
caused the ink to run. Records are perish- 
able things—totally worthless when their 
legibility is impaired. 

Nobody in search of immediate shelter 
during an attack will carry off the ac- 
counts receivable with him to a place of 
safety. Without these records, the dif- 
ficulty of collections from customers 
would be tremendous. And without the 
ability to collect for merchandise, how 
can the firm finance production ? 

A factory pummeled by air attack suf- 
fers its wounds as does a soldier in the 
field of battle. If, as a result of that en- 
counter, general books, tax records, and 
priority or rationing records have been 
destroyed, the trouble this plant will have 


with its own government will rival its 
experience with the enemy. Taxing au- 
thorities, regulating bodies, and other 
agencies of government must be at all 
times supplied with paper for inspection. 
If these reports, forms, supporting data, 
and other records in which government 
is insatiably interested cannot be pre- 
sented on demand, the best efforts toward 
continued production may be thwarted. 

The hardship of having to pay bills 
twice because cancelled checks and other 
evidence of payment were destroyed or 
lost is hardly encouraging to the main- 
tenance of efficient productivity. 

That business records are rarely insured 
bespeaks eloquently the reluctance of 
managment to recognize just how impor- 
tant these papers are. Without a true con- 
ception of their worth, they cannot pos- 
sibly escape wholesale destruction. We 
must no longer consider them merely a 
by-product of industry; we must acknow!- 
edge their essential contribution to effi- 
cient operations. Unless this awareness 
manifests itself at once and the vulner- 
ability of these papers is at the same time 
foreseen, no sanctuary for them will exist. 

The sole answer to the security of ac- 
counting records is to have them—or a 
copy of them—out of the accounting de- 
partment. Secretarial records, advertising, 
selling, purchasing, traffic, manufacturing 
and other departmental documents will 
find security if they, or facsimiles of them, 
are cached elsewhere. Originals or copies 
of factory records should not continue 
to rest in the plants. 

The vast interior of the country should 
be used to give these records a safer 
haven. What is needed—desperately—is 





DECENTRALIZATION AND DISPERSION 
GAIN MOMENTUM 


Planned geographic dispersion of plants and decentraliza- 
tion of operation is taking place in a large segment of Ameri- 
ca’s industry, according to a study by the National Industrial 
Conference Board. Approximately one out of four of the 
148 manufacturing companies (28 per cent) covered was 
found to have a definite policy of decentralizing plant facili- 
ties. Actually, over half (59 per cent) of the cooperating com- 
panies report that they are already decentralized. Many of 
them attribute their geographic dispersion to the acquisition 
of going companies or surplus war plants rather than to de- 


liberate policy decisions. 


The geographic breakdown shows that in recent years the 
southern and western states “have received a larger share of 
the new industrial plants than in the years prior to 1940.” 
The north central states “held their own,” while the north- 
eastern states experienced a moderate decline. The study 
notes a trend toward locating manufacturing plants in the 


smaller cities and towns. 
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the establishment of record repositories 
in these central areas to accommodate the 
record accruals of industry. Departure of 
these documents would in no way hamper 
current or future operations, for the rec- 
ords deposited may be copies of active 
material in the files and either originals or 
microfilm or other reproductions of older, 
dormant records. 

Whatever would be stored in these re- 
mote archives would be available for in- 
spection whenever necessary. If no war 
should come, these stored records would, 
by means of intelligent archives manage- 
ment, through cataloguing, proper facili- 
ties and good handling, be preserved far 
better than if they had continued to re- 
pose in company property. The room 
given to documents in most concerns is 
usually coveted by department heads for 
desk space or other use and by factory 
management for purposes of either ex- 
panded manufacturing requirements or 
for storage of inventory. It is rare that 
business record accruals are kept in “un- 
wanted” space. 


Tue “space squeeze” has resulted in 
many record victims. Sporadic houseclean- 
ings by those who would eliminate what 
appear to be dead records—which later 
prove to be very much alive—are often 
prompted by lack of space. Guidance on 
the part of the custodians of these cen- 
trally located record repositories could be 
supplied prior to the shipment of records, 
so that just those documents of future 
worth may be selected for shipment. Con- 
versely, many concerns preserve a great 
quantity of unessential material among 
their more valuable records; the archives 
custodians may be helpful by recommend- 
ing which portion of the accrual may be 
eliminated, thereby removing the cause of 
cluttered files in which finding a desired 
record is so very difficult. 

The removal of records from company- 
owned premises will automatically result 
in a more thorough knowledge on the 
part of the company of the material saved. 
The contents of the files would be in- 
dexed, and this procedure would be inval- 
uable in the future. By knowing what rec- 
ords are being held, fruitless search for 
non-existent records will be avoided, 
while the search for others to be used for 
lawsuits, tax difficulties, and other pur- 
poses will be considerably speeded up. 
Also, many surveys made in the past 
(which might have been forgotten) may 
be brought to light through this indexing 
and be consulted, thereby saving rework- 
ing of essential statistics. 

Establishment of these distant, cen- 
trally located archives would be an im- 
possible task if war has already come. 
Materials for construction would be very 
scarce and labor might be unavailable in 
the sections selected for the premises. 








Safety of the documents stored would 
likewise be sacrificed, as, for example, in 
a case wherein water sprinkler systems 
would have to be used instead of a carbon 
dioxide fire extinguishing set-up. This 
latter means of fire control would not 
evoke water damage in the event of fire 
somewhere in the archives, but it might 
become unobtainable because of its war- 
time uses. 

Also, experience has taught us that an 
enemy does not stand upon formalities ; 
declaration of war has gone out of style. 
Unless valuable papers be moved to safety 
during peacetime, they may become casu- 
alties of a ‘sneak attack.” 


OF the possible objections there may be 
to the use of record repositories in the in- 
terior of the country, two salient ones 
must be considered and, if possible, re- 
futed. 

One objection is that the distance be- 
tween records and their point of use will 
thus become too great for efficiency; the 
other is the very natural disinclination 
of concerns to entrust their important 
documents to outside custody. 

In answer to the first objection, one 
must study the reasons for delay which 
occurs when a record is sought. The order 
existing in files, more than any other fac- 
tor, determines how long it will take to 
find a document which must be found for 


inspection. This orderliness would be a 
major requisite of these remote archives, 
administered with professional skill and 
existing on the quality of service rendered. 
Use of the mails to deliver requested rec- 
ords would not cause appreciable delay, 
if finding the documents could be rele- 


gated to just a few minutes—and it can 
in the vast majority of cases. 

Another point to bear in mind regard- 
ing the objection of possible delay is that 
current records would be kept in their 
originals (and copies normally preserved) 
by the company. Copies of these current, 
active documents, expressly made for the 
purpose, will be sent away. Call upon 
these would be made only in the event 
that all company-retained copies have 
perished. In the case of older records, a 
copy may likewise be fabricated for these 
remote archives, or, if the original should 
be sent, a microfilm file of the shipped 
records may be maintained in company 
offices. 

But, even though no copy of this older 
material may be held by the firm and re- 
quests for return of many of them may be 
made in the future, no objectionable delay 
will result. This older aged group of rec- 
ords is usually found in rampant disorder 
in company warehouses, cellars, stock- 
rooms, etc., and a well-organized record 
library would undoubtedly preserve these 
dormant papers in more healthy and ac- 
cessible condition. 


As for the second objection—the tend 
ency to want to hold on to one’s own 
records—the only answer possible must 
take into consideration that certain papers 
are of ‘‘confidential’’ context. This ma 
terial may be segregated from the far 
greater quantity of rank-and-file records 
These special items could be sent away in 
sealed files, locked, and the keys retained 
by certain company officials only. If and 
when a document in these files must be 
returned for inspection, the entire locked 
unit would be forwarded 

The nature of record custodianship 
would be a source of assurance that rec 
ord contents would remain inviolate 
Without this factor as a guiding principle, 
no repository could long thrive; in fact, 
the slightest misstep in this regard would 
lose all its patronage 

If war does come, there will be much 
secret data, valuable to espionage agents, 
in company files. Surely, archives designed 
for the exclusive document 
protection would be safer than company 
premises for the preservation of these 
vital bits of information. The firms pos 
papers will not 


purpose ot 


sessing these strategic 
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then be able to safeguard them, for they 
will be pressed to the utmost in the ac- 
celeration of production, and record re- 
tention will not be given the attention 
necessary. 


Ir awareness of record value and the 
importance of record safety can be estab- 
lished zv time, demand for record reposi- 
tories located in the interior, more secure 
sections of our country will bring them 
into being. Many concerns, wary of the 
unsettled future, have already moved in- 
land. Other companies will follow, but a 
large number will remain where they are 
Those who stay could utilize this essential 
protective device if they would but voice 
their demand. Apathy, the lack of interest 
in records and their part in the economic 
picture, coupled with the wishful thought 
that we dwell in safety, will retard a pos- 
sible future war effort which may dwarf 
all former production races in its scope. 

Security of industry may mean victory 
for our country. Industry cannot be im- 
periled because it depends so greatly 
upon that most perishable of all com- 


modities—the written word on paper. 
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Industrial Financing 


“What-Why-How” of the Method 


By John J. Wilson, fr. 


Pape AL place to begin any discussion 
of Own-Lease would be with a defini- 
tion of the term itself, since it is a relatively 
recent form of industrial financing which 
supplements rather than supplants the fa- 
miliar methods. Basically, it is the sales by 
an owner-occupant of its real estate to an 
investor, with the purchaser agreeing to 
rent the real estate back to the seller for a 
pre-determined period on definite terms. 
In practice it can be applied not only to 
the sale of existing structures but of plant 
facilities which are to be newly erected as 
well 

It was the logical outgrowth of a com- 
bination of forces which came into focus 
at about the same time. It began perhaps 
with the definite need for capital to pro- 
vide the plant expansion and moderniza- 
tion which postwar industry required to 
fit itself for a return to competitive busi- 
ness conditions. Industry found, however, 
that in the period since the 1930's savings 
had become substantially less personal and 
more institutional. The savings of indi- 
viduals were no longer directly available 
for investment in industry, but in search 
of security had been entrusted in increas- 
ing amounts to banks and insurance com- 
panies ai d used in the purchase of gov 
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aaa 


ernment bonds. Efforts to place new issues 
of stock through the usual channels did 
not meet with unqualified success. 

This insufficiency of the primary mar- 
ket for new equity financing was related 
directly to the lifelessness of the stock 
market—a stock market which, in the 
words of Paul Heffernan of The Neu 
York Times, had been “effectively quar- 
antined from the inflation spiral by the 
play of tax and credit regulations.” 

This shift in the nature of the savings 
of the majority of our people was no- 
where more noticeable than in the spec- 
tacular growth in the assets of insurance 
companies. These grew from $92 million 
in 1865 to roughly $48 billion in 1947 
Contracts for insurance now total over 
$188 billion and cover more than 73 mil- 
lion policy holders. Investable funds in 
the hands of insurance companies have 
more than doubled in the past decade, and 
they now face the necessity of safely ts- 
vesting some $3.5 billion of assets in each 
year. Actuarial studies indicate it is not 
beyond the realm of possibility that ten 
years hence funds available for invest- 
ment will be in the magnitude of roughly 
$6.5 billion. 


Starhl Edmunds of the Northwestern 
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National Life Insurance Company gives 
life to these figures by pointing out that 
with the $3.5 billion a year it would be 
possible to build three Tennessee Valley 
Authorities a year, or develop the entire 
Columbia River Basin, or build an auto- 
mobile industry of the size of General 
Motors and Ford combined. 

Should these investable funds reach 
$6.5 billion a year, that sum would be 
suthcient to construct the entire Bell Tele- 
phone system, or could build a great trans- 
continental railroad system the size of the 
Pennsylvania and the Union Pacific com- 
bined—and have enough money left over 
to buy the physical assets of the United 
States Steel Corporation. 


As we look into the history of the uses 
to which insurance company funds have 
been put, we find that they have aided 
materially in the development of railroads 
and of utilities; they have assisted through 
mortgage loans in the development of 
private housing; they have eased depres- 
sion periods for many individuals through 
policy loans and have supported govern- 
ment needs in all major wars. They have, 
in fact, contributed in substantial measure 
to the development of the country. 

The growing funds pressing for invest- 
ment, however, began to seek new chan- 
nels. Impetus to the search was aided by 
the steadily declining trend in interest 
rates which, by the mid-40’s, had reached 
serious proportions. As a result, the legis- 
lation under which life insurance funds 
may be invested was modified in many 
states in 1945 and subsequent years. 
Among the first states to take action was 
New Jersey—in which my company finds 
its home office—and the modifications it 
adopted at that time are fairly typical. 

For the first time it became possible 
for us to purchase real estate to be held 
in fee for investment. Previously we had 
been confined to first mortgages with real 
estate as security. Similarly, it was made 
possible for us to purchase or mortgage 
leasehold property—a type of investment 

(Continued on Page 76) 
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Through Own-Lease 


Effect upon the Corporate Picture 


“gave THE past several years consid- 
erable publicity has been given to a 
“new method of financing” by which a 
manufacturing or mercantile corporation 
sells a plant to an insurance company (us- 
ually) only to lease it back immediately 
under a long-term contract. This “‘own- 
lease’ arrangement sprang up when insur- 
ance companies were granted authority to 
invest some part of their funds in indus- 
trial property and as they sought better 
yielding markets for their steadily mount- 
ing investment funds. 

The questions created by the publicity 
as to what own-lease is, how its advan- 
tages (and disadvantages) may be 
weighed, how it affects the financial pic- 
ture, and what its place is among other 
better known financing possibilities have 
occurred to every treasurer, but surpris- 
ingly enough the answers are not readily 
available. Outside of some reprints of 
talks by insurance company executives out- 
lining the general advantages of own- 
lease and some more or less technical 
discussions by accountants on how to treat 
the lease liability on the balance sheet, 
there is practically’ no quick reference 
where the corporate financial officer may 
obtain a short course on this ‘new method 
of financing.” 

Obviously there is no general explana 
tion that can supply all answers for all 
situations. Nevertheless, it is possible to 
set forth rather briefly and simply the na- 
ture of the own-lease arrangement, how 
its possibilities may be analyzed in rela- 
tion to specific cases, and how it affects 
the financial picture over both the short 
and long term. With such information in 
mind it is fairly easy to put this ‘new 
method of financing” in its proper place 
as regards a given deal. 

The gist of the own-lease arrangement 
is that, instead of a manufacturing com- 
pany’s buying a plant and raising a mort- 
gage to swing the deal, the purchase is 
made by the insurance company and the 
manufacturing company takes a long-term 
lease on the plant. This method can be 
used not only for the acquisition of a new 
plant, but also as a means of re-financing 


an existing plant to be handled through 
the sale of presently owned property to 
the insurance company. 

While there is extreme flexibility in 
working out the details of a given trans- 
action, all own-lease arrangements are 
remarkably similar in principle. All pro- 
vide for a relatively long-term initial lease 
at a rental designed to recapture the prin- 
cipal amount plus interest with renewal 
options at rentals roughly equivalent to 
the normal depreciation charge. All pro- 
vide for net rentals; that is, the lessee is 
responsible for maintenance, taxes, insur- 
ance, etc. 

Generally speaking, the rentals are 
stated at annual rates of the principal 
amount and fall in one of three classifica- 
tions; 


E: Declining Rentals 
Rentals that decline annually are in- 
cluded in this classification. An exam- 
ple of this may be seen in Table I 
where there is a 35-year lease starting 
out at 6.57% of the sale price for the 
first year, 6.539% for the second year, 
and stipulated decreases in each of the 
following years until the 35th, when 


the rate is 3.330% 


By Scott Harrod 


2. Step (or Split) Rentals 

Rentals that remain constant for a spe- 
cified number of years and then ‘step 
down” for another specified number 
of years are included in this classifica- 
tion. An example of this may be seen 
in Table I where there is a 25-year 
lease with a rate of 8.27% for the first 
15 years and 2.33% for the remaining 
10. 


Level Rentals 

Rentals which remain at a constant rate 
during the life of the lease are in- 
cluded in this classification. Two ex- 
amples are shown in Table I where the 
annual rate for a 25-year lease is 
6.25% and for a 10-year lease 12%. 


Tasu | shows accumulated rentals at 
five-year intervals for several examples of 
the above classifications. The rates used 
in the example are representative of terms 
negotiated during the first half of 1947 
although so far as is known they do not 
reflect actual contracts. 

Statistical analysis of various own-lease 
contracts indicates that each is designed 


S. Gordon 
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TABLE | to the effect of the purchase option 


upon the Internal Revenue Department's 
COMPARISON OF ACCUMULATED RENTALS UNDER SELECTED / 
OWN-LEASE TERMS 


willingness to accept the annual rental 
charge as a fully deductible item. Any- 
By Five- Year Periods 


one interested in this provision should 
check carefully with his tax counsel in 


Level Rental Level Rental relation to his spectfe situation. 
of 6.25 
25-\ ear 


Initial Lease 


Declining 
Rental (a 
35-Year 


Initial Lease 


Step 
Rental (b 
25-Year 


Perhaps the easiest way to measure the 
Initial Lease 


financial effect of own-lease is to set up a 
hypothetical case in which it is compared 
with some other form of financing. Prob- 
ably the most comparable form is the 
debenture or some form of term loan un- 
secured except by the general credit of 
the company. 


Initial Lease 


600,000 
.200,000* 
300,000 
400,000 
500,000 
600,000 
700,000 
800,000 
900,000 
000,000 


413,500 $ 312,500 
827,500 625,000 
.240,000 937,500 
357,000 1,250,000 
473.5 1,562,500* 
1,662,500 
1,762,500 
1,862,500 
1,962,500 
2,062,500 


$ 260,100 $ 
633,900 
925,600 1 
195,400 1 
$39 000 1 
654,000 1.573.500 
834,700 1,673,500 
1,934,700 1 
2,034,700 1 
2,134,700 1 


é 
IND bee ped peed ed fe fee ek tee 


F< )R purposes of comparison let the fol- 
lowing assumptions be made: 

*Indicates last vear of initial lease Renewals 

a) The annual rat the ‘‘declining rental 
second year and stipulated decreases each year following until the 35th vear 


ssumed to be at 2% per annum 
: el ea \ 
example is 6.57% the first year, 6.53 the 
when the rate A. Basic ASSUMPTIONS 


is 3.33% 
b) The annual r 
for the next 10 


ite in the 


to recapture the principal amount dwing 
the initial lease plus an interest rate that 
varies with the length of the lease, the 
general credit standing of the lessee, and 
the economic cycle. For example, a 10-year 
lease at an annual rental of 12% recap- 
tures the principal at an interest rate of 
approximately 314% whereas for terms 
of 20-25 years the interest rate ordinarily 
runs 4-414% and may run even higher 
In addition to the provisions described 
generally above there is also the possibil 
ity of writing in an option to purchase the 


“step rental’ example is 8.27% for the first 15 years anc 


2.33% 


property on a depreciated basis. For ex- 
ample, a repurchase option might be made 
effective after 15 years at the original cost 
of the building (not land) less 2% per 
year. Sometimes the repurchase option be- 
comes effective earlier in lease—say, at 
the end of the fifth year—at some stipu- 
lated amount such as 959% of the sales 
price to be reduced further each succeed- 
ing year. 

handling 


uld be exercised in the 


Note: Care she 
f [ve pure die ¢ 10N AS [DEVE eemst 


be conitderable difference of opinion a 


. The amount involved is $1,000,000. 
The $1,000,000 is to be used for the 
acquisition of a new building (no 
land) with an estimated 50-year life. 
The period of analysis is 50 years. 
The company is not extended finan- 
cially and may obtain the amount re- 
quired from either source. 

All expenses except rental, interest 
and depreciation will be the same un- 
der both own-lease and debt financing 
and may, therefore, be disregarded. 
Differences in working capital will 
not appreciably affect profits. (More 
of this later.) 


B. FINANCING ASSUMPTIONS 


CHART | Own-Lease 

From the plans set forth in Table I 
the 25-year step rental contract and 
the 10-year level rental contract have 
been selected for comparison with 
debt financing because their lives are 
the same as possible debenture life. 
There is also the fact that the accumu- 
lated rentals for both these examples 
are low relative to most own-lease 
contracts, thus affording the most 
conservative kind of comparison. 


Illustrating Effect of Own-Lease and Debt Financing upon Profits 
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To provide a comparison with the fi- 
nancial effects of own-lease, several 
assumptions have been made as fol- 
lows: 
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(a) A 10-year debenture issue with 
an annual sinking fund payment 
of $100,000 at interest rates of 
3% and 314%. 

















ACCUMULATIVE: CHARS 





















































A 25-year debenture issue with 
an annual sinking fund payment 
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TABLE Il 


EFFECT UPON PROFITS OF OWN-LEASE AND DEBT FINANCING 


Decrease in Profits Before Taxes 


Debt Financing at 


3156 


Year 3% i 
10-Year 
Debtt 
5 220,000 
10 365,000 
15 465,000 
20 565,000 
25 665,000 
30 765,000 
35 865,000 
40 965,000 
45 065,000 
50 165,000 


240,000 
392,500 
492,500 
592,500 
692,500 
792,500 
892,500 
992 500 
092,500 
,192,500 


-Year 
ebtt 

5 250,000 
10 500,000 
15 750,000 
20 970,000 
25 1,115,000 
30 1,215,000 
Ki 1,315,000 
40 1,415,000 
45 1,515,000 
50 1,615,000 


000 
000 
000 
000 
500 
500 
500 
500 
500 
500 


S cw 
ow 


Ut Who 


— eet et et ee CNS 


sa 


*Tax rate assumed to be 38%. 


tSee accompanying write-up for description of debt 


year with interest at 3% and 
3%. 
Note: The debt financing 

tions provide for the 
ment of debt and thus for the 
eventual ownership of the 
building. This 1 strictly 
comparable with a straight own- 
lease where the company never 


owns the property. 


assum p- 


relire- 


not 


Now that the assumptions are made, it 
is relatively easy to determine both the 
immediate and long run financial effect. 

So far as the immediate effect under 
own-lease or debt financing, there is very 
little. Proponents of own-lease will dis 
agree with this, saying that working capi 
tal is increased. However, working capital 
will initially be the same under either 
method using the above asumptions. For 
example, if there is a refinancing and an 
existing property ts sold under own-lease, 
the fixed 
assets and increase cash, thereby increas- 


immediate effect is to decrease 


ing working capital. On the other hand, 
if the same amount is borrowed through 
long-term debt, the result is again to in 
crease cash, leave fixed assets as is, and 
show a long-term liability. In either case 
net working capital is increased s/tiall) 
to the same degree. 

Another example—if the insurance 
company builds a plant for rental, there 
is no immediate effect upon the working 
capital of the lessee. On the other hand, 
if the plant ts built through debt financ- 


25-Year 
Step Rental 


$ 


Own-Lease 


10-Year 
Level Rental 


400 
300 
300 
300 
300 
300 
300 
300 
300 
300 


413,500 $ 
827,000 
240,000 
000 
500 
500 
500 
500 
500 
500 


600,000 
1,200,000 
1,300,000 
1,400,000 
1,500,000 
1,600,000 
1,700,000 
1,800,000 
1,900,000 
2,000,000 


wr 


20 Sa Da tn 
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155,000 
310,000 
465,000 
601,400 
691,300 
753,300 
815 300 
877,300 
939,300 
1,001,300 


$ 600,000 
1,200,000 
1,300,000 
1,400,000 
1,500,000 
1,600,000 
1,700,000 
1,800,000 
1,900,000 
2,000,000 


financing assumptions. 


ing, the cash obtained transfers rapidly to 
fixed assets so again there is no change in 
initial working capital. (This, of course, 
is on the assumption that the borrowing 
corporation needs no equity.) 

So far as the long run effects are con- 
cerned, they are on profits and working 
capital. 

The effect of the two methods upon 
profits both before and after taxes at an 
assumed 38% rate is shown in Table II 
and Chart I. Reference to either the table 
or the chart will reveal a differential in 
favor of debt financing. For example, in 
the case of a 10-year loan payable in an 
nual installments at 3, the total charge 
to profit and loss over 50 years (after 
taxes) is $722,300, whereas the drag on 
profits under own-lease is $1,223,750 
This difference of about $500,000 is es 
tablished during the initial term of the 
lease and remains constant thereafter duc 
to the rental rate being the equivalent of 


the depreciation charge 


Tu change in working capital comes 
and is analyzed in Table 
are based on an assumed 


over the years 
III where data 
tax rate of 38% 

Reference to Table III and Chart II 
will show that over the 50-year period 
working capital will be adversely af 
fected by both methods, but to a lesser 
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Debt Financing at 


Decrease in Profits After Taxes* 
Own-Lease 


10-Year 
Level Rental 


25-Year 
Step Rental 


372,000 
744,000 
806,000 
868,000 
930,000 
975,570 992,000 
037,570 .054,000 
099.570 ,116,000 
161,570 .178,000 
223 240,000 


56,370 $ 
12,740 
68,800 
841,340 


913,570 


372,000 
744,000 
806,000 
868,000 
930,000 
992,000 
1,054,000 
1,116,000 
1,178,000 
1,240,000 


170,500 
341,000 
511,500 
660,300 
754,850 
816,850 
878,850 

940,850 
1,002,850 
1,064,850 


extent by debt financing. Reference to 
the table (or the chart) will show, how- 
ever, that this is a long-run result as 
the near-term effect upon working capi- 
tal is more adverse in the case of debt 
financing. This is, of course, the result 
of retiring the debt under the assumed 
conditions 

It should be noted that working capi- 
tal is harder hit near the beginning un- 
der debt financing. Proponents of own- 
lease will say that this is a_ very 
important point as profits depend upon 
adequate working capital. This is prob- 
ably true only if working capital is barely 
adequate and therefore a limiting factor 
on profits. However, profits do not vary 
directly with working capital and this 
factor has to be considered subjectively 
by the financial officer. 

From the standpoint of the insurance 
comyt 


arrangement should be highly satisfac- 


any it is apparent that the own-lease 


tory. Rentals under it should yield some- 
what better than mortgage money. Fur- 
thermore, the Insurance company ends 
up with the plant and with the purchase 
price plus interest. Of course, there are 
some risks of selection as the lessee may 
become insolvent or the plant may be- 
come less desirable due to design or loca- 
All in all, however, 1t seems to be a 
investment medium for in- 


tron 
satisfactory 
surance companics 

From the standpoint of the corpora- 
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tion, the case is not so clear. There may 


be 


situations where own-lease could be 


attractive, such as the following: 


1. 


al situations it 


Where the nature of the business is 


such as to require the flexibility of 
chain stores 


leased locations, 


where shopping habits change from 


€.£., 
area to area over the years 


a definite tax advan- 


Where there 


tage from disposing of capital assets 


1S 


Where a business is so extended finan- 
cially—or other conditions exist 

that more financing is needed than can 
be obtained through debt incurrence 
or other means. Under own-lease it 
would probably be possible to obtain 
more funds whereas under other 
methods the corp 


to have some financial equity, On the 


oration would have 


other hand, insurance companies are 
very selective about their leases and 
would examine very carefully the fi- 
nancial soundness of the corporation. 


Where a business wishes to improve 
the appearance of its statement by 
removing fixed assets and long-term 
liabilities. (This reason seems to have 
a somewhat illusory character as the 
long-term lease is tightly drawn and 
creates a very definite long-term lia 
bility regardless of how it is treated 
on the balance sheet.) 


As oppose d to the above types of spe- 
appears that for most 


TABLE Ill 
EFFECT UPON WORKING CAPITAL OF OWN-LEASE AND DEBT FINANCING 


Accumulative Decrease in Working Capital 


Financing at 


Year 


10-Year Debt* 


$ 536,400 
1,026,300 
988 300 
950,300 
912,300 
874,300 
836,300 
798,300 
760,300 
722,300 


55,000 
110,000 
165,000 
701,400 
191,300 1 
153,300 1 
115,300 1 
77 1 

1 

1 


SCmSome¢ 


” 


1 
i; 
1 
1, 


177,300 
1,039,300 
1,001,300 


mn 


Dd te wwintvo ne 


Vote: Data based on assumed tax rate of 38° 


*See accompanying write-up for description 


conditions the following would be true: 


The charge to P&L under own-lease 
is greater than debt financing. This is 
readily apparent when it is considered 
that depreciation runs about 2% and 
314% for a 


interest at about 30% to 


total 5% to 514%, whereas 25-year 


CHART Il 


Illustrating Effect of Own-Lease and Debt Financing upon Working Capital 
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25-Year 33% Debenture 


10-Year Debenture (34%) | 
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Own-Lease 


10-Year 
Level Rental 
372,000 
744,000 
806,000 
868,000 
930,000 
992,000 
1,054,000 
1,116,000 
1,178,000 
1,240,000 


25-Year 
316% Step Rental 
548,800 $ 
043,350 


370 $ 
740 

5,3: 800 

967,35 340 
029 350 
891,350 
853,350 


70,500 56, $ 
141,000 740 
211,500 8. 800 
760,300 340 
254,850 570 
216,850 5,570 
178,850 570 
140,850 570 
02,850 570 
064,850 570 


372,000 
744,000 
806,000 
868,000 
930,000 
992,000 
1,054,000 
1,116,000 
1,178,000 
1,240,000 


( 
of debt financing assumptions. 


level rental leases run 6.25% to 


6.75%. 


The long-run drain on working capt- 
tal of debt financing is less due pri- 
marily to the non-cash nature of de- 
preciation. On the other hand, the 
immediate effect of own-lease is less 
if consideration is given—under debt 
financing—to repayment of the prin- 
cipal. 


The lease instrument requires all the 
responsibilities of ownership from 
the lessee without the fact of owner- 
ship. As a matter of fact, the lessee 
becomes obligated to continue using 
the plant whereas, as owner, the cor- 
poration could always sell it in an 
emergenc y. 


The rental liability is just as absolute 
as the debt liability as anyone will 
agree who has examined one of the 
own-lease contracts. As time goes on 
it seems inevitable that good account- 
ing practice will require that it be 
shown as a note to financial state- 
ments if not actually set forth on 
some accepted method as an asset and 
an obligation. In this event there will 
be no “statement advantage” in favor 
of own-lease. 


In general, debt financing is probably 
better more times than own-lease, but 
there is unquestionably a place for own- 
lease and the final decision would have 
to be made each time in the light of actual 
conditions. 
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Very LITTLE, PROBABLY. 

Yet other skills, less spectacular, are vital in 
every office. One of these skills is owned by the 
Comptometer operator. 

An outstanding virtue of the Comptometer is 
its great speed. Ease of operation is another. (Add, 
subtract, multiply, divide—anybody can do it, with 
a few minutes’ instruction.) But, of course, it takes 
an experienced operator to extract the speed and 


efficiency the Comptometer is capable of yielding. 


Soundly trained in 145 Company schools, Compt- 
ometer operators possess skill that is saving count- 
kind. For 


figure work literally melts away when the remark- 


less man-hours for businesses of every 


able speed and accuracy of Comptometer Adding- 
Calculating Machines are applied. Call your nearest 


Comptometer representative for details. 


ComPrTromeTeER 


ADDING-CALCULATING MACHINES 


and sold exclu 


Made only by Felt & Tarrant Manufacturing Co.,-Chicago, 


sively by its Comptometer Division, 1734 N. Paulina Street, Chicago 22, III 


neter Peg-Board Plan, 
peed t most 





Need for Corporate Public Relations Improvement 
Stressed by D. J. Hennessy, C. E. Jarchow in Addresses 


“usec mee must improve their 
communications with the public 
and especially with the employees and 
stockholders—if the current trend toward 
“Statism” is to be halted 

This was the message given recently to 
the Detroit Economic Club by Daniel J. 
Hennessy, president of the Controller- 
ship Foundation, who is Executive Vice 
President and Director of the Jamaica 
Water Supply Company, Jamaica, N. Y., 
and Christian E. Jarchow, chairman of 
the board of the Controllers Institute of 
America, who is Vice President and 
Comptroller of the International Har- 


vester Company, Chicago. Both speakers 
are former presidents of the Controllers 
Institute. 

“The great anomaly of our times,” Mr. 
Hennessy declared, “is the inability of 
business management to communicate its 
vision of a better life for everybody to 
the general public. 

“Business enterprise in America has 
built the greatest communications system 
the world has ever known—the press, 
radio, television and all the attendant arts 
and sciences, including advertising, which 
supports them all. We have used them suc- 
cessfully in selling our products and serv- 





EXPLAIN DEPRECIATION-REPLACEMENT NEEDS IN 
ANNUAL REPORT 


Corporati 


] ; 
clear fo 


mm annual reports now in preparation should make 
stockholders and the public that provisions for de precta- 


tion and replacement of productive equipment must rise in pro- 


portion to inflated prices if a company is to remain financially 
sound, according to William J]. Kelly, president of the Ma- 
chinery and Allted Products Institute. 


A recent 


MAPI surve y of 


196 manufacturing companies 
& t 


showed that only 28 per cent have an equipment engineer spe- 


¢ jalizing 


7 
Yi 


n replacement studies. 


Mr. Kelly said that this, confirmed by other study of the 
MAPI, indicates that about three companies out of four prob- 


ably do not have sufficient information on which to base a 


sound 


replacement policy, and the results of this deficiency are likely 
to be especially disastrous in a period of rising prices. He rec- 


ommended - 


1. A replacement policy which recovers capital investment, not sim- 
ply in dollars of original cost, but in real purchasing power. 


2. Adequate retention of earnings to provide funds for equipment 


replacement at today’s prices. 


3. Forthright explanation of depreciation and replacement policies 


to stockholders and the public. 


eventeen years, 


between 1929 and 1946, expenditures 


ers’ equipment were from 10 to 60 per cent belou 


Mr. Kelly said. "Many years of higher-than- present 


litures will be necessary to re-equip American industry to 


un and advance the present standard of living. 


ition of 
experience 
eT) 
can sti 
» much to 
ifficted, but we 
€ Zé Pasi 
The 


CXAMINE 


POC 


in the best mterests 
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stimulate 


our capital facilities bears too close a 
of Great Britain and France for 
forestall the technological stagnation 


the socialism with whick 


will have to do better than we 


f annual reports ws an Op portune time to re- 
ur policies and to speak out for what we know to be 


of the country.” 


FEBRUARY, 1949 





66 


ices. But not in selling ourselves. We 
have failed to put across the virtues and 
functions of management, and the virtues 
and functions of the business corporation 
as you and I know it today. 

“We now stand on the verge of a New 
Deal. The moving finger wrote, on No- 
vember 3, and then moved on. The win- 
ning candidate identified the losing party 
with Business—with Wall Street, with 
monopoly profits. He won. I know that 
business does not answer to that descrip- 
tion. You know it does not. But enough 
voters thought it does to make a world of 
difference!” 

At the bottom of the problem, the 
speaker pointed out, lies a public antag- 
onism toward, or suspicion of, business. 

“Surveys undertaken by the Controller- 
ship Foundation,” he said, ‘“‘showed that 
the public exaggerates the profits made by 
business firms; that a substantial per- 
centage of the people actually distrust the 
financial statements of business; that eight 
out of ten people have no idea how many 
stockholders own large corporations, and 
that fully one-third accepted as true the 
statement that ‘a handful of men like the 
duPonts, Rockefellers, and Fords own 
most of the corporations in America.’ So 
many stockholders’ answers were wide of 
the mark that we made a special investiga- 
tion of them—and found great apathy 
and indifference to business statements. 


One trouble, we discovered, is that 
business has been sending the wrong kind 
of ‘package’ to potential readers. Actually, 
five separate ‘publics’ must be reached~ 
the average stockholder, who wants only 
brief, direct, interpreted facts; the large 
investor, who wants to know a great deal 
about . accounting, statistical, and other 
technical details; the banker, trust officer, 
and investment counselor, who wants even 
more detailed information; the employee, 
who thinks in terms of job security and 
advancement rather than in prospects 
for better corporate earnings; and the 
labor union official, whose specific frame 
of interest is collective bargaining. 

“Our reporting practices must be made 
more intelligible to these diverse and 
separate ‘publics,’ ’ Mr. Hennessy con- 
cluded. “If we can give each one the kind 
of special facts desired, we will greatly 
improve our relations with the public as 
a whole. Add to this more contact with 
shareholders and others on the part of 
management, and more exhaustive use of 


(Continued on Page 96) 





» “... he rescued 


..-and she’s been going to town ever since! 


“Here was a case of ‘Blunderland’ office procedure, records and 
equipment, slowing up a gal that was frying to be efficient. 


“Here's what we did: 

“We asked the Diebold Man to make a record equipment analysis 

of the situation. He found Alice walking when she should (and could) 

have been sitting still. Reaching from the ceiling to the floor after 

poorly housed records was slowing her reference time. She lacked 

modern record signaling facilities necessary for fast analyses. 

“As a result of his behind-the-scenes information he was able to 

make unbiased suggestions that helped Alice out of a tough spot. The new V-Line posting tray 
Unbiased, because he could offer all four types of record-handling one item in the wide range of 


equipment—rotary, vertical and visible files—even microfilm!” Diebold equipment types. Speeds 
5 : 4 7 machine or hand-posting. Saves 
Need help? Phone your local Diebold Office, or write—Diebold, Inc., pace —time— money. Ask your 


1641 Fifth Street, $.W., Canton 2, Ohio. Diebold Man 
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The Monetary Condition of the United States 
By Arthur 8. Pouchot 


EFORE estimating the volume of busi- 
B ness to be done in a future period, 
we must grant that trends are established 
by mass action or crowd psychology, act- 
ing to extent economic or 
social facts, as interpreted by the people 
and their sources of reading or listening. 

That courses of mankind are dictated 
by facts rolled out of extensive documenta- 
tion is patently absurd. Facts are one 
thing, while any spurs to action are an- 
other. Actions of great vigor and extent 
can arise from obscure causes and from 
multiple combinations of petty causes. 
And precisely because of the multiplicity 
of emotions of men, working upon con- 
ditions which may be either true or false 
or partly true or partly false, the results 


some upon 


can be as varied 

Certainly former guides of future busi- 
ness were largely predicated upon move- 
ments within finance. With ‘hard’ con- 
metallic currencies, the omens 
fairly well for limited periods, 
considerable 
nature 


vertible 
would act 
although 
hazards of a 
which might affect the course of business. 

At present with an irredeemable paper 
currency and with bank deposits inflatable 


subject to other 


SOC ial or economic 


governmental 
with former usual 


at will by pressures, we 
have parted 


sractices in regard to monies. And it may 


company 
, 
I : 
be said that we have parted definitely 
t, since no which 


with our past nation 
reformed perman- 


i 


reaches this point ever 
ently, but without exception has pursued 


by fits and starts the same course of 
degradation of its monetary values to the 
intolerable limits. 

Historically there is no record of last- 
ing reform in this situation. The Ameri- 
can dollar, worth perhaps 30¢ in buying 
power in terms of the dollar of 35 years 
ago, faces further decreases in value of 
like, or greater, extent in another 35 
years. 

Periods in which money gains in value 
must be expected as recessive, and periods 
in which money loses in value must be 
regard as dominant. 

There is a prevalent view that the 
volume of business can be maintained by 
government expenditures so that the 
economy will retain a high and even 
growing productivity. The balance of the 
economic system can be maintained, it is 
alleged, by expansion or contraction of 
the government debt, translated by for 
ing government evidences of debt in and 
out of the banking system, through emis- 
sions of instruments of credit on the one 
hand and alternations of taxation up and 
down on the other hand, the degree ot 
government expenditures and taxation 
being very high, and certainly rising to 
aggregations of 25% and up of the na 
tional income. 

Present taxation in the United States 
for national, state, and local government 
is running about 27% of the national in 
come. But this is only recent. Net impact 
of taxation, after deducting the debts 
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created, only amounts to some 8% of the 
national income from 1940 through 1948 
as a whole. The overall long term per- 
centage of taxation to the national income 
will, of rise, but even another 
five years of meeting budget requirements 
of 30% of the national income will 
scarcely bring taxation to a figure of 20% 
as a 14-year average. 

When the long term impact of taxation 
rises much above 20%, with current taxa- 
tion at 30% of the national income, the 
United States will certainly have felt the 
impact severely in declining volume of 
business. In a broad way, the non-produc- 
tive labor of society will be too great, and 
such non-productive labor will demand 
too much compensation for the productive 
elements to sustain it on a broad scale. 
The endeavors and the output must there- 
fore contract 


course, 


Tue present productivity is dependent 
upon the impetus of swollen debt and 
swollen purchasing media, which has re- 
moved entirely during some years the en- 
tire impact of taxation and more 
besides, and the pressure of extreme taxa- 
tion is not yet felt. It is only growing, 
and probably can be withstood to a large 
extent for three to seven years to come. 

When the tax pressure builds up, it can 
be relieved through debt increase or ac- 
companying inflation of the purchasing 
media, indirect 
emergency prompts such political action. 

Except for the scale presently em- 
ployed, the phenomenon has been well 
understood and the historical judgment 
on the final outcome has been harsh. It 
can be read as easily as elsewhere from 
Jacob Burkhardt in his “Reflections on 
World History’’ (Basle, 1872): 


even 


whenever the direct or 


“The great crisis of modern culture begun 
in the 18th Century is sharpened and speeded 
since 1815. Reasoning and philosophical ab- 
stractions came then to dominate the State 
and on the horizon surged the idea of popu- 
lar sovereignty. It was the rising age of com- 
merce and industry which became further 
dominant factors. With its world traffic, 
England became the model of all other states. 
She inaugurated the massive use of coal and 
iron, created great industry in extending the 
use of machinery and mechanical locomotion. 
Infinite extension of credit, the exploitation 
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of the Indies accented the economic develop- 
ment while the United States grabbed nearly 
all North America and Eastern Asia was 
opened to exchange. Furthermore, industry 
had an interest in desiring that the state had 
the for duties and 
was the strongest possible. 

“The influence of the ideas of the French 
Revolution is made felt in the political and 


broadest limits custom 


social realms. 


“Constitutional programs, radical or so- 
cialist, flowing from equal rights, are largely 
spread to the public by the press. Political 
sciences become the shield of all, statistics 
and political economy an arsenal where each 
seeks the arms that suit him. 

"On the other hand, the state tries to in- 
crease in the measure of its forces the power 
that it has inherited and of which it affirms 
at any moment its independence in addition. 
There have been and there are still dynasties, 
military 


decided to 


governments 
dictate them- 


bureaucracies .and 
which are firmly 
selves the programs and to leave them im- 
posed by no one else. 

“Such are the causes of the great crises 
that the notion of the State is undergoing. 
People no longer recognize the right of the 
individual. All is discussable. 

“To speak truly, these reasoners require 
even of the State that it adopt its form to 
the caprice of their thought. They demand 
at the same time that the State dispose of 
coercive powers greater and more extended 
to realize their programme that 
change about periodically. The most 
to demand the most 
the individual to 


marvelous 
they 
critical 
complete submission of 


profit of this 
the general interest. 
“Recent of 
claim equally the right to work and to sub- 
sistence. One not 
society the care of settling vital problems, 


editions of the rights man 


does wish to leave to 
because it is imagined that only the State can 


do this. As literature and publicity inform 


everyone today on security created by the 
State, each makes new demands, every day is 
lengthened the list of duties of the State, by 
writing in whatever one knows or presumes 
that society by itself will not do. The needs 
of men and their justifying theories invade 
everywhere. 

“Ac the same time, the debts increase, the 
supreme and pitiful stupidity of the XIX 
(and XX) Century. This mania of dissipat- 
ing in advance the fortunes of generations to 
come denotes a mentality essentially callous 
and a total lack of heart. 

“There will result fatally a rise again of 
human inequality. But what the State and the 
notion of the State will pass through, until 
that time, the gods alone know.” 


Tu foregoing excerpts from Burk- 
hardt are, in close order, the train of future 
melancholy events, which finally lead to 
the climax of the gigantic drama. Enough 
is given to mark the present situation as 
intensified through 76 years, as it presses 
toward the certain end of final defeat, 
since it stultifies the rational objective of 
life by its constriction of the individual 
to an impossible and intolerable degree 

Looking in monetary aspect of the mat- 
ter at the end of 1948, the state seeks to 
check the effects on prices of its recent 
17 years of rise of indebtedness and the 
inflation of its purchasing media, made 
possible more easily by suppression of 
free circulation of gold money and the 
unbridled potentialities of paper emis 
s10ns 

During 1947 and 1948 has been shown 
some evidences of halting the rise. The 
increased resumption of civilian goods 
and increasing of effective 
wants become visible, and slightly bear 


satisfaction 
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down on markets, while there remains a 
halt in the growth of the volume of pur- 
chasing media. 

Prices appear to be nearly in balance 
for the supply and increased output of 
goods since 1939 in relation to the in- 
creased supply of the purchasing media. 
The purchasing media is just about three 
times that of 1939, the physical volume 
of goods and services appears about 40% 
heavier than in 1939, making support- 
able a price level of 210-220 in terms of 
1939. The wholesale commodity price in- 
dex has increased from a figure of 77-79 
in 1939 to 162-166 in 1948, giving a 
level of 210 in relation to 1939. Cost of 
living has advanced to around 180. 

Further unbalanced rise of prices, with 
unbalancing distribution of income in- 
crease, could make the whole of the struc- 
ture reach untenable pressure—and_pro- 
duce decline. Inflations are notoriously 
unstable. 

From the increasing weight of the sup- 
ply of goods, some weaknesses may be ex- 
pected in 1949 in markets as a composite. 

Increase in government expenditures, 
if met by increased taxation, will bear 
down on prices and consumption, what- 
ever the initial mistake as to such im- 
plications. Federal deficits, plus the fear 
of continuing deficits, may increase the 
prices, but in a relatively limited time 
would soon diminish the volume of busi- 
ness. Goods would be more valuable held 
than traded in sufficient cases to accom- 
plish this decline, as is the case in the 
explosive stage of inflation. 

Decreasing the amount of government 
debt and purchasing media through taxa- 
tion will reduce both prices and volume. 

Decreasing the government expendi- 
tures and, in the same relation, the taxa- 
tion, but leaving the debt at its same level, 
will cause prices and volume to diminsh 
but not greatly unless the government ex- 
penditures and taxation fall below a rate 
of 22-25% of the national income 


Evienci abounds that the first pur- 
pose of the government is to hold the 


level of prices, but increase expenditures 
and meet the increase through added 
taxation. As a low level of taxation still 
remains for the whole period 1940-1948, 
indicating accumulations of purchasing 
media, quasi purchasing media (as G & 
E Bonds), as well as currently salable 
evidences of government indebtedness at 
par or better, it may take a considerable 
time for any large decline in business 
volume to be visible. The increase in gov- 
ernment business may outweigh for a 
time the effect of rising taxes, obscured as 
it might be by the reservoirs from pre- 
vious large inflation. 

But the 
though delayed. Taxation has its limits, 


final etfects are certain even 





SEE HOW MUCH NATIONAL MECHANIZED ACCOUNTING CAN SAVE YOU! 


Mechanization, which has enabled industry to meet rising factory costs, is just as necessary to cut 
office costs. 
Concerns of every size and type report more work...better work...and savings ranging 
to 30%, often more! These savings, resulting from a combination of time- 
saving advantages found only in National Accounting Machines, often 
pay for the National installation in the first year! ’ 


Ask your local National representative —-a trained analyst- to 
study your present accounting set-up, and then tell you how much 
saving you can reasonably expect. No cost or obligation, of course. 
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whereupon deterioration must set in. 

Calculating the dilemma which con- 
fronts the government, the most reason- 
able conclusion to be drawn seems this: 
some declining tendencies in 1949 in the 
volume of business, stoppage of rise and 
possibly some decline in the price struc- 
ture, despite increase in government ex- 
penditures being met by rising taxation 
rate A 

Small deficits, ensuing in consequence 
of increased expenditures by governments, 
with diminishing tax returns, will halt the 
minor decline from proceeding further. 
But small regain from this minor decline 
will follow possibly in 1950, 1951, or 
1952. 

If the ensuing inflation, because of 
government deficits in 1949, 1950, 1951, 
raises great fear of the future value of 
money, it will result in measures to pro- 
duce a halt of such porportion that a 
business panic of considerable scope may 
follow. Inflation through deficits because 
of any war or grave imminence of war will 
make the situation acute both in respect 
to loss of value of money and all meas- 
ures to restrain such loss of value. 


A SIZABLE depression would appear 
likely in the vicinity of 1952-1955, the 
timing being of necessity an inexact cal- 
culation since it must occur from mass 
behavior 

There are no evidences that internal 
dissensions and divisions will be rising 
in any slump of large proportions at that 
time, and as the long term rate of taxa- 
tion, including the war years, will have 
mounted above 20% by that time, with 
each succeeding year increasing such toll 
of the national income for the long 
period, the outlook will be for the single 
solution of risking further deficits and 
further degradation of the purchasing 
media 

From 1955 onward, a substantial loss 
of value of the dollar may be well ex- 
pected for some years out of the succeed- 
ing decade. Bonds should lose much 
favor, common stocks may rise highly or 
only moderately, property values will rise 
irregularly, as many types of property will 
rot yield much profit in the holding 
Commodities will reflect the rise in the 
greatest certainty 

The extent of the debacle upon mass 
fears in shaken confidence, and the extent 
of the fears will determine the extent of 
the loss of value in the money. And these 
fears will be augmented by any foreign 
strife in proportion to the menace thereof 

By successive lurches the money of the 
United States must degrade itself. The 
timing of the beats of the movement must 
be uncertain as to specific years of con 
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FEDERAL ACCOUNTING IMPROVEMENTS 


As part of a continuing effort to improve federal ac- 
counting and financial reporting, money refunded by the 
Federal Government is now being reported as deductions 
from total receipts rather than as expenditures. The new 
method, which became effective on January 1, covers prin- 
cipally overpayment of taxes and is now reflected in the 
daily statement of the Treasury Department. It was like- 
wise reflected in the 1950 budget transmitted to Congress 
by President Truman early in January. 

In announcing the revision the Secretary of the Treas- 
ury, the Director of the Budget Bureau and the Controller 
General emphasized that the change would not affect the 
size of the budget surplus or deficit since it reduced re- 
ceipts and expenditures by equal amounts. They pointed out 
that refunds or receipts were not true operating costs but 
merely represented the return of money to which the Gov- 
ernment was not entitled. 

In recent years refunds, mostly for individual and cor- 
porate income tax overpayments, have amounted to more 
than $2 billions annually. A small part of the total, how- 
ever, is for refund on overpayments of customs duties and 
the return of other receipts. 

The new method is expected to result in a clearer presen- 
tation of receipts retained by the Government, and reported 
budget expenditures will reflect more accurately the actual 
costs of Government programs. The change is the second 
in the last several months designed to improve the Govern- 
ment’s financial reporting by eliminating certain transac- 
tions that inflate receipts and expenditures in equal amounts. 

Effective last July 1, payments to the Treasury, princi- 
pally by wholly owned Government corporations, for re- 
tirement of capital stock and for disposition of earnings, 
were excluded in reporting both budget receipts and ex- 
penditures without affecting the size of the budget surplus 
or deficit. 





traction and expansion, it certainly is not 
a definitely synchronized action. 


world economic and _ political power at 
the end of World War I, and having 


The sorry plight of the general re- 
mainder of the world tends to cover and 
support value of the money in the United 
States, but this condition itself may add 
to the depth of the end loss through 
mistaken confidence. 

Any turn of major countries toward 
tranquillity will exert pressure on the 
monies of the United States towards com- 
pulsion to stabilize the quantity of debt 
and purchasing media, which under in- 
ternal pressures will develop an intoler 
able position. And the world presently 
seems likely to continue to oblige us 

The confinuance of world disturbance 
will relatively protect the value of United 
States money. The United States, having 
refused completely its position as supreme 
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fumbled largely its victory in World War 
II, gives no promise of quieting the pres- 
ent alarms which excite the world. Unable 
to act resolutely in foreign policy, and 
certain to be trapped between shifting 
combinations of interest by other nations 
as they play the United States off and 
suck her economic sap, the United States 
faces a mournful prospect abroad. The re- 
action from failure of foreign outlays 
must aggravate in turn the internal dif- 
ficulties of this country. Money is not 
necessarily the sinew of war although 
many believe so. 

The United States faces the decline and 
fall of its credit—the social and political 
pressures afford no other conclusion. It 
is to ke seen that the rise of the debt will 
prove, as Burkhardt noted three-quarters 
of a century ago, to be the supreme and 
pitiful stupidity of the century. 
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To Company Presidents, 
Treasurers and 
Comptrollers 


As an executive of your company, you'll want to know about a new 
means to govern completely every cent disbursed by your company 


for payrolls, payables and dividends. 


You'll find this means in the Todd Bank Balance Controller which, 
in a single operation, protects, adds, lists, proves, counts and 
signs your checks and deposits them in a locked container. 

This unique machine eliminates the hazardous period between 
check preparation and signing. It closes the dangerous gap be- 


tween validations or proof of amounts and signing. 


If earlier work has been done on accounting, bookkeeping or tab- 
ulating machines, this Controller, at signing time, will give 
you a proof on the previously reported totals, and a check on 


machine error or manipulation. 


The Controller--a fast, easy-to-operate keyboard dual unit-- 
will serve you, disbursement-wise, as cash registers Serve re- 
tailers on the income side. It affords you full peace of mind, 


while saving you time. 


For full information, please fill out and mail the coupon below. 


We'll gladly give you the facts promptly. 


THE TODD COMPANY, Inc., Rochester 3, New York 
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New “Allowables” in Service Contracts 

Four major items not previously allowable in computing 
contract costs are now permissible (effective February 1) 
as the result of the new regulation adopted in mid-Decem- 
ber by the Army, Navy and Air Force. Contained in Section 
XV, “Contract Cost Principles,” of the armed services pro- 
curement regulations, the new regulation is based on the 
principle that reasonable and necessary costs of perform- 
ances,” in the words of the services, should be allowed. 
The types of costs now allowable are state income taxes, 
use and occupancy insurance, ordinary local charity and 
community benefit donations, and charges for depreciation 


on fully depreciated assets. 


Reducing Break-Even Points 

What are manufacturers doing to combat the steadily ris- 
ing break-even point in manufacturing? 

According to 103 manufacturers in the 
Cle l eland avred, 


; 
stalling or have recently 


“wrvey of 
more than 9o per cent of the group are m- 
installed newer and more efficient 
machinery. Some eight per cent of the group have com- 
pletely retooled, thus enabling them to step up manufactur- 


ing as much as 30 per cent, the report mdicates. 


& ¢ 
Other ap proaches 


cost controls, as 


] os / > 
reported ave efficient application of 


pro- 


}} ] } } /] 
well as a avive for quality and all-out | 


duction by employees and their supervisors. 


Pre-Testing Accounting Skills 


After five years of research a new personnel testing pro- 


gram designed to discover professional accounting skills has 
been announced by the American Institute of Accountants. 
More than 1300 accounting firms and 140 colleges and uni- 
Versities are cooperating in the program. The experience al- 


ready gained in preliminary use has indicated that the pro- 
gram has broad significance as well to business and industrial 
firms which 
methods for the selection of accounting personnel. 


The testing program is focused on three areas: mterest, 


are seeking more efficient and simplified 


aptitude, and skill. It is expected to facilitate personnel 
selection through pre-testing at the college and university 
level. 

That interest in this broad subject of selection and train- 
ing is widespread was evidenced in the year-end report by 
D. J. Hennessy, president of the Controllership Founda- 
tion. Mr. Hennessy pointed out that a study covering “Se- 


} 


lection and Training of Men for Positions of Responsibility 
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in the Controllership Area’ was Step B in the Foundation’s 
broad project, ‘Education for Controllership.’” The first 
step has been the development of a symposium entitled 
“Controllership in Modern Management.” This book is ex- 
pected to have an early 1949 publication date. 


Profits and Prices 

The corporate profit margin after tax and inventory ad- 
justment was 36 per cent less in 1947 than it was in 1929. 
Despite the doubling of business services as measured by cor- 
porate sales, the profit margin, after these adjustments, was 
4.1 per cent in 1947 compared with 6.4 per cent in 1929. 

These figures should dispose effectively of loose assertions 
that corporate profits are the cause of the current high cost 
of living. 

If the estimated $13 billions of corporate profits in 1947 
were applied to price reduction one source estimates that this 
would be less than a 6 per cent reduction on the nearly $250 
billions of our national product. 

That makes it obvious that profits have indeed a very 
small share of the responsibility for the current inflationary 
levels and it should dispose of some of the propagandists’ 
arguments which point to current high prices as a funda- 
mental weakness of our enterprise system. 


Cash Is Where You Find It! 

If you were concerned by the announcement that the fed- 
cral government in its new budget year would require some 
$42 billions, you can gain at least a few small crumbs of 
comfort from the fact that our Uncle Sam hopes to raise at 
least a bit of that sum by taking in washing, peddling ice, 
turning in empty containers, and a variety of other ap- 
proaches of like caliber. 

The government, too, is figuring on selling steam and 
fox-skins, renting out tank cars, movie films and airplanes, 
and doing a little fumigating and disinfecting. It all counts 
up In revenue. 

For example, the United States rang up $7,386 on the 
federal cash register last year in the form of bribes to offi- 
cers. The best the Budget Bureau can figure from that 
source next year, however, is $7,200. 

Is this a sign of deflation, better morals, or increasing 
efficzency in bribe-detection? 

According to the Associated Press, the government fig- 
ures on collecting $13.5 millions from laundry and dry 
cleaning operations, $115,350 from the sale of ice, and 
$186,410 in refunds on empty containers. Also it counts on 
selling $89,800 worth of dairy products. The personal ef- 
fects of deserters and enlisted men are expected to yield 
$700. 

Testing tea should bring in $81,100, according to esti- 
mates. Homesteaders’ hogs and other livestock are going to 
trespass an estimated $2,200 worth on national forests and 
parks. Unclaimed odd pennies in employees’ payroll allot- 
ment accounts for war savings bonds should add $1,575. 

Commissions on pay telephones in federal buildings 
amounted to $1,294,976 last year, and the Budget Bureau 
estimates that the operation will yield $1,334,630 in fiscal 
not counting, we presume, nickels found on the 
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‘'What-Why-How’”’ 


(Continued from Page 60) 


not previously considered suitable for 
trust funds. 

Wisely the legislation provided that in- 
vestments of this type should be 
limited to a fixed percentage of a com- 
pany’s total assets. In New Jersey the 
percentage was set at 5%. In other states 


new 


it varied from 3% upward. 

While at first this may appear to be 
somewhat severe limitation, we find in 
our own case, for example, that we have 
in excess of $300 million available for 
such investments—a not inconsiderable 
sum. Further, by a que :r quirk of sta- 
have in- 


the money which we 


vested in this category since the begin- 


tistic Ss, 


ning of the program roughly balances 
5% of the growt/ 
same period. You can see that we don't 


in our assets over the 


expect to have any of our checks returned 
marked “Insufficient Funds’ for some 
time to come. Lest I be misunderstood, 
let me repeat and emphasize that one of 
the major reasons for entering this field 
of investment was to smprove our yield. 
There are many signs that in the current 
money market those checks of ours will 
be put to work at a more nearly adequate 
wage. 

We have then the need for capital on 
the part of industry and a reservoir of 
funds investment. If we 
add to this picture the keen awareness on 
the part of industry of the important role 
financial well- 


awaiting safe 


which taxes play in the 
being of any corporation, we find a stage 
well set for the entry of Own-Lease. 

I think the workings of a typical own- 
lease arrangement can best be shown by 
illustration, but launching into 
that it might be well to say that I’m not 
an advocate of the own lease type of fi- 


before 


nancing as against any other 

There are doubtless many companies in 
g of any kind. Others, 
finan 


no need of financin 
who may be interested 11 ing of one 
sort or another, 
their own need and th 
which they can satisfy it 

The illustration which I am about to 


use is certainly an elementary one and has 


will, of course, determine 


best method in 


been simplified to make certain 
clear. It is not intended as a brief for the 
own-lease type of financing but simply a 
form a basis for 


points 


provocative example to 
discussion 

First, let us take the sheet of 
somewhat simplified, 


balance 
an actual company 
it is true, but with the major points cov- 
ered (Table I). Let's look at it Before 
and After a typical own-lease operation. 
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TABLE | 


BALANCE SHEET 
Assets 
After 
$112,500 
3,600 
109,800 
369,000 


Before 
$ 49,500 
3,600 
109,800 
369,000 


Cash 

Notes Receivable 
Accounts Receivable 
Inventory 


594,900 


Total Current 531,900 

288,000 -0- 
45,000 45,000 
9,000 9,000 
10,800 10,800 


Land and Building 
Machinery and Equipment 
Investments 

Other Receivables 
$884,700 


Total Assets $659,700 


Liabilities 

$225,000 -0- 
6,300 6,300 
34,200 34,200 


Notes Payable 
Accounts Payable 
Accruals, Taxes, etc. 


10,500 
162,000 


457,200 


265,500 
162.000 
457,200 


Total Current 
Capital Stock 
Surplus 


$884,700 $659,700 


The Before picture is one of a com- 
pany with a substantial portion of its 
assets tied up in relatively non-productive 
land and buildings. The sale of this fixed 
asset permits the retirement of $225,000 
in notes payable, together with a healthy 
increase in its cash position. The com- 
parisons may be shown in Table II. 


TABLE II 


BALANCE SHEET 

Comparisons 

After 
$185,400 
$554,400 
$619,200 


Dollars Before 
Net Quick Assets $1 

Net Working Capital $266,400 
Tangible Net Worth $619,200 


02,600 


Rati 

Current Assets to Cur- 
rent Liabilities 

Fixed Assets to Tangi- 
ble Net Worth 

Total Debt to Tangi- 
ble Net Worth 

Inventory to Net Work- 
ing Capital 

Current Debt to In- 
ventory 


2 times 14.7 times 


It will be noticed that its net quick 
assets have changed from a minus figure 
to one gratifyingly on the plus side. 
There has been a corresponding increase 
in the net working capital position. 

Insofar as the ratios are concerned, we 
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find the current position obviously better. 
The former somewhat heavy position of 
fixed assets to tangible net worth is now 
definitely improved. Debt ratios are better 
down the line, and the somewhat alarm- 
ing inventory picture much more likely to 
find favor in the eyes of the company’s 
banking connections. 

Balance sheet comparisons, however, 
while interesting, are far from the whole 
story. Anyone contemplating this form of 
financing—as with any other—will be 
much more likely to inquire into the rel- 
ative cost of the operation and its effect 
on his earnings picture. 

Let's look for a minute then at what a 
transaction of this kind will cost. In or- 
der to do this we have to make a number 
of assumptions, but once these are ac- 
cepted, it should be possible to develop 
some sort of comparison (Table III). 


TABLE Ill 


Wat Does It Cost ME? 
Assume 
. Original Cost 
Land 
Building 
. Sales Price (Depreciated Book 
Value) 


$ 36,000 
315,000 $351,000 


288,000 


. Annual Net Rental (8% of 


$288,000—25 years) 23,040 
Annual Gross Depreciation 
Charge (21% of $315,000) 

. Average Investment in Owned Plant 
Original $288,000 
Terminal 92,000 

$380,000 — 2 


7,875 


190,000 


Annual Net Depreciation Loss 
(Gross Depreciation Less 38% 
Federal Tax) 

. Annual Unrealized Working 
Capital Profit 
(15% on $190,000) 


4,900 


28,500 


Let us assume then that the plant that 
is to be sold has an original cost of $351,- 
000, allocated $36,000 to the land and 
$315,000 to the building. Insofar as the 
sales price is concerned, let’s assume that 
it is turned over at the seller's actual 
book cost. This will eliminate the Capital 
Gains Tax. Parenthetically, however, it 
might be well to point out here that on a 
sale at a figure below book cost, the rental 
at which the seller might arrange to con- 
tinue as tenant in the plant would be 
proportionately lower. In addition, the 
loss would be minimized to the extent 
that it could be considered a normal fed- 
eral income tax deduction. 

On the other hand, sale at a figure 
above book cost would find the rental ad- 
justed correspondingly upward while the 
amount of Capital Gains Tax on the 
amount of the profit would diminish the 
actual cash received. Insofar as the pur- 
chaser is concerned, the price—if it is 
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substantiated by his opinion of the actual 
value of the property—can be either at, 
above or below book value 

To get back to our assumptions, let's 
fix the term of the lease following the 
sale at 25 years and the net rental at 
$23,040 a year. Real taxes and 
plant repairs are to be paid by the ten- 


estate 


ant. Expressed as a percentage of the pur- 
chase price, this is 87%. In actual practice, 
rent may vary up or down from that fig- 
ure in accordance with the credit standing 
of the tenant and the negotiating skill of 
its financial The matter of the 
specific terms which any individual com- 


officers 


pany might arrange is set almost entirely 
on a case basis. 

Our company, in any event, has estab- 
lished no set classifications or rates, and I 
am continually impressed in going over 
the summaries of the transactions which 
we have actually completed to notice the 
rental patterns. 
pay an in- 
years 


wide differences in the 


Some companies 


over the 


prefer to 
creased rental next few 
when they can see a definitely high level 
of earnings, with the rental correspond- 
ingly reduced during the latter periods of 
Tax advantages are probably 
this 


the lease 
not overlooked in arrangements of 
nature. One of the principal merits of the 
plan is that it can be very closely tailored 
to meet the needs of almost any company 
and has a greater degree of flexibility 


than is true of some other methods. 


In any event the rental figure we have 
used in this illustration forms a fair basis, 
if you will accept it in the light of these 
comments. 

Next, let’s compute the gross depreci- 
ation charge on the basis of 214% on the 
cost of the buildings for an annual figure 
of $7,875. With this as a depreciation 
charge, we may compute the average in 
vestment in the plant—if the owner were 
to continue in occupancy rather than sell 

by a straight arithmetic average of the 
original investment as against the invest- 
ment remaining 25 years hence. 

While on the subject of depreciation, 
it might be well also to take into consid 
eration the fact that a firm continuing to 
operate its plant, while it may see it de- 
214% a year, will not suffer 


preciate at 
loss to that extent since depreciation for 
tax purposes, again, is a deductible item 

Therefore the actual loss will be the 
gross depreciation charge, less federal tax 
on the item, which, for the purpose of 
this example, we have computed as 38% 

Finally, we come to the last assump 
tion, and it is here that we hit the crux 
of the entire matter. In any form of bor 
rowing, it is axiomatic that money bor 
rowed must be of greater value io the 
borrower than its cost to him. The prin 
cipal effect of an own-lease transaction ts 
that it puts the seller in receipt of funds 
which are reflected directly in its net 
working capital. They are not funds 
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TABLE IV 


WHat Dogs It Cost ME? 
1 o Sell 
and Rent 


$ 23,040 


To Own 
-0- Rent 
-O- Income Tax Deduction— 
38% —8,755 


-- Net Annual Rental Cost 14,285* 


28,500 Unrealized Profit on Work- 
ing Capital -0- 
4,900 Net Depreciation Loss -0- 


14,285* 
X25 


33,400 Annual Occupancy Cost 
X25 


835,000 25-Year Total 357,125 
92,000. Residual Value of Plant -()- 


$743,000 $357,125 
Rent Advantage 
$385,875 


which have to be reflected on the balance 
sheet as payable either over a long or 
short term period but are permanent ad- 
ditions to the corporation's capital struc- 
ture. Currently, with the greatly increased 
cost of doing business and the acute in- 
ventory problem which so many com- 
panies face, a liquid working capital po- 
sition would appear to be highly desirable. 

A company’s net profits after taxes can 
readily be expressed as a percentage of its 
net working capital. This should give us 
some basis for determining the value of 
an addition to net working capital. 

A leading statistical agency compiles 
such figures, and in a recent study of 
manufacturing firms in 70 lines of busi- 
ness activity, it is shown that for the ten 
years ended January 1, 1947 these firms 
earned an average of just over 20% on 
their net working capital. This figure was 
more than doubled by those firms in the 
top quarter camMings-wise. 

In our example, we are assuming earn- 
ings of 15% and are considering that on 
the dverage investment of the company 
or $190,000 as against the $288,000 sales 
price. Here again the assumption appears 
a reasonable one for the purpose of com- 
parison 

On this foundation then let's look at 
what it will cost a company, first, to sell 
its plant and rent it back under an own- 
lease arrangement, and, secondly, to con- 
tinue in ownership of the same plant 
(Table IV). 

The company that sells and leases its 
plant back will have an annual rent of 
$23,040. Since the entire a de 
ductible item, its net out-of-pocket ex- 


rent 1s 


penses will be only 629% of that figure, 
or $14,285. 
The company that continues in owner 
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EVERY CARE HAS BEEN TAKEN to make 
the new Marchant Figuremaster easy on the 
eyes. Dial figures are 40% larger and are in 
easy-to-read straight lines for all three amounts, 
notably the keyboard entry . . . clearly legible 
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trols, cannot be effaced . . . all work areas are 
shadow-free. Designed to be the calculator most 
restful to the eyes as well as the most pro- 
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These and 14 other principal new features, 
combined with Marchant’s traditional suprem- 
acy in accuracy control, simplicity and silent- 
speed, establish the Figuremaster as the world’s 


foremost calculator. *Calculations Per Operator 
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ship, however, will not realize the profit 
it might otherwise be making on its ad- 
ditional working capital, which we have 
set at $28,500, and will lose also the net 
depreciation of 4,900 for a total of $33,- 
400. Over the 25-year term the total cost 
to the renter will thus be $358,125, while 
a comparable figure for the owner will be 
$835,000. The owner, however, will have 
at the end of that period the residual 
value of the property which has been 
established at $92,000 and its cost will 
be reduced by that figure, so that our 
comparison is $743,000 total cost for the 
owner as against $357,125 for the renter. 
This is a difference in favor of the renter 
of $385,875, or roughly at the rate of 
214% a year, when expressed as a per- 
centage of the company’s tangible net 
worth. 
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Now I think it only fair to say that 
this comparison I have shown you not 
only rests on a number of assumptions— 
with which you may or may not agree— 
but it also disregards entirely one element 
which apparently forms a very large part 
in the thinking of companies going into 
arrangements of this kind. 

We never know exactly what it is 
which prompts a company to seek one 
type of financing against another, but we 
have been in enough transactions of this 
nature to sense that they have a greater 
appeal where either an extensive modern- 
ization of an existing plant is contem- 
plated or, more particularly, where new 
facilities are to be constructed. In dis- 
cussing operations of this kind with the 
officials of companies, I have been im- 
pressed by the care with which they have 
prepared figures reflecting the operating 
savings which may be expected from 
manufacturing or warehousing in modern 
facilities. 

In many instances, these studies have 
led to the conclusion that the savings 
themselves would offset a major portion 
of the rental which would be paid. 

Once a company has reached that con- 
clusion, comparisons of the type which 
we have just gone through are of little 
more than academic interest. One further 
fact stands out: This type of financing 
apparently has appeal not to concerns en- 
gaged in any particular type of business, 
but rather those of a much more general 
nature. Thus we find among the partici- 
pants in this type of financing—both with 
ourselves and other insurance companies 

such manufacturing companies as Inter- 
national Harvester, General Electric, Rem- 
ington Rand, and Goodyear Tire and 
Rubber; chain merchandisers, such as 
Sears Roebuck, Woolworth, Grant, Kresge, 
and Neisner; department stores, such as 
Filene’s in Boston, Bonwit Teller, and 
the Bamberger unit of the Macy chain. 
Similarly, warehouses for industry, and 
particularly for chain grocery stores, are 
well represented. These names are well 
known to all of us, but in our company’s 
view the own-lease also seems particu- 
larly well adapted to the needs of smaller 
industry 

First, many of the smaller companies 
do not have access to capital markets on 
the same terms as the so-called “blue 
chip” corporations. The securities of 
medium-sized companies—even those with 
well-established earning records—are typ- 
ically less well known and encounter 
more buyer resistance than the equities of 
large companies with a national name. 

Further, the cost of issuing common 
stock or of floating preferred stock or 
bonds runs proportionately higher for the 
smaller company than the large. As an 
example, a recent analysis made by Pro 
fessor Butters and John Lintner of the 
Harvard School of Business Administra- 
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down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
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cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 
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tion showed that in the period studied the 
cost of floating underwritten bonds for 
companies with assets of over $200 mil- 
lion was only one-quarter as much as the 
cost of similar issues for companies with 
assets of less than $1 million. 

This together with the comparable time 
advantage of the privately negotiated 
own-lease deal makes it attractive to the 
medium-sized, basically sound company. 

From our point of view, transactions 
with this type of company command a 
somewhat higher yield than is true in the 
case of the larger companies. We find the 
higher yield palatable and feel that we 
gain additional safety in the broader dis- 
tribution that a preponderance of these 
smaller investments gives. 

I have said nothing so far about op- 
tions, and since they are a subject that is 





NEW!...and 


» 


today’s outstanding 


adding machine value 


Monroe presents its new 8-column electric adding machine 

with direct subtraction .. . at a price that will appeal to every 

business familiar with Monroe high standards. The same brilliant 
performance . . . the same sturdy, high-quality construction, and the 

same features that made the larger-capacity Model 410 an instant success. 

See and compare! Finger-ease keytops...no-glare colors...‘‘Welvet Touch’’ 
operation ... and ample capacity for a wide range of work. Sold only through 
Monroe-owned branches and backed by a nation-wide factory-trained service 
organization. Monroe Calculating Machine Company, Inc., Orange, N. J. 


NEW MONROE ADDING-LISTING MACHINE MODEL 408-11-001 


MACHINES FOR BUSINESS 





CALCULATING + ADDING + ACCOUNTING MACHINES 





introduced in every discussion of own- 
lease, it is probably something upon 
which I should comment. 
When institutional investors 
gan to make investments of this kind, it 
was possible to include as part of the 
lease an option or a series of options on 
the part of the tenant which would permit 
him to continue in occupancy for a further 
period of years. Frequently these options 
were at extremely low figures. Such pro- 
visions may still be arranged, although 
the rate of rental during the option pe- 
riod has uniformly stiffened as the in- 
Options run- 


first be- 


vestors gained experience 
ning at 214% to 314% of the original 
purchase price for two or three additional 
five- or ten-year periods are not uncom- 
mon. Often these renewal options have 
the effect of balancing the continuing de- 
preciation of the physical plant 

In the comparison we have 
made, for example, if the tenant had ar- 
ranged a renewal option at 214% of his 
purchase price for a further term of 
years, it would approximately balance the 
depreciation charge which the corporation 
continuing to own its plants would en- 
counter. Thus general comparisons drawn 
beyond the primary lease term has little 
real significance. The repurchase option, 
an entirely different matter. 


cost just 


however, is 


Originally it was possible for the selling 
company to incorporate in its lease a 
clause providing for repurchase of the 
property at the end of the primary lease 
term—and in some instances at stipulated 
periods during the primary lease term 
at a relatively nominal figure. In effect 
this was little more than 100% mortgage 
financing from the viewpoint of the in- 
vestor, and from the point of view of the 
selling corporation raised a serious tax 
question. Many companies felt that the 
Internal Revenue Department would re- 
fuse to consider such a transaction as an 
actual sale of the property and for that 
reason would not countenance deduction 
of the full rent as an operating expense. 

As in all tax matters, we take no po- 
sition one way or another but simply feel 
that any company in undertaking bor- 
rowing of any nature should have the full 
advice of its own tax counsel. It is enough 
to say, in any event, that the repurchase 
option is no longer generally available 

In discussing this point with one New 
England manufacturer, I was told that it 
reminded him that his own great-grand- 
father had had some business dealings 
with a Southern plantation owner. The 
deal ended with the Southerner owing the 
Northerner some $1,500 and after pro 
longed negotiations the Northerner ac- 
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cepted an old slave named Ephus in 
settlement of the debt. The Northerner, 
not wanting to take Ephus with him, 
made him a proposition under which the 
slave was set up in business with the 
understanding that he would make pe- 
riodic reports, deduct the expenses of the 
business from the proceeds, keep half the 
profits and send the other half North. It 
was understood that when the slave had 
accumulated $1,500 in that fashion he 
would purchase his freedom. 

Ephus accepted and was soon operating 
a flourishing business. When he had sent 
his owner and backer nearly $3,000, the 
Northerner began to hint that it was time 
for Ephus to purchase his freedom. He 
got nowhere, and finally took a trip down 
to talk it over with Ephus face to face. 
He outlined the many advantages free- 
dom would have for the slave, but Ephus 
simply shook his head. “I ain't buyin’,” 
he said. “Does you think I’s gonna pay 
$1,500 for a scrawny, baldheaded, tooth- 
less, little old man such as I is?” 

This is pretty much our own position 
insofar as repurchase options are con- 
cerned. We no longer write them and 
feel that 45 or 50 years hence the matter 
of the repurchase of a ‘scrawny, tooth- 
less, depreciated old plant” is of little 
real moment one way or another. 

These then have been the points which 
are generally discussed in talking over 
own-lease arrangements with the financial 
officers of business. In conclusion, I might 
add that just as the working of the excess 
profits tax originally directed the thinking 
of some industrialists to this new method 
of raising capital, so would a re-establish- 
ment of it under the present administra- 
tion rekindle their interest. Similarly, this 
prospect of increased corporate taxes 
would point up some of the possible ad- 
vantages of own-lease. As a financing 
tool it appears particularly well adapted 
to the needs of many companies under 
the conditions which they face today. 
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to obtain more copies! No proofreading 
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You can make Ozalid copies any length, 
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Write today on your letterhead for FREE 
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Controllers’ Eastern Conference 
Scheduled for Boston, April 1-2 


Plans for the Eastern Spring Conference 
of the Controllers Institute are well under 
way, according to Alden C. Brett of 
Hood Rubber Company, Watertown, 
Mass., a national director of the Institute, 
who is serving as General Chairman for 
the event. 

Sponsored by the Boston Control, the 
Conference will take place at the Statler 
Hotel in Boston, April 1 and 2. 


Assisting Mr. Brett in the capacity of 
Vice-Chairman is Robert N. Wallis of 
Dennison Manufacturing Co., Framing- 
ham, Mass., who is current president of 
the Boston Control. 

Committees for the event have been or- 
ganized as follows: 


PROGRAM—Edwin E. McConnell, Nor- 
ton Company, Worcester, Chairman; 


PLANNING THE PROGRAM 


ALDEN C. BRETT 


RICHARD N. RIGBY 


ROBERT N. WALLIS 


E. STEWART FREEMAN 


EDWIN E. MCCONNELL 


STUART D. MACLAREN 


Active in the planning of the Eastern Spring Conference of the Con- 
trollers Institute, to be held in Boston, April 1-2, are: Alden C. Brett 
(Hood Rubber Company), General Chairman of the Conference; Robert 
N. Wallis (Dennison Manufacturing Co.), Vice-Chairman; Edwin E. 
McConnell (Norton Company), Program Chairman; Richard N. Rigby 
(Gillette Safety Razor Company), Registration Chairman; E. Stewart 
Freeman (Dennison Manufacturing Co.), member of Program Committee; 
Stuart D. MacLaren (Heywood-Wakefield Company), Chairman of In- 


ter-Control Attendance Committee. 
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Dwight B. Billings, Pacific Mills; Robert 
Clinton, American Mutual Liability In- 
surance Company; E. Stewart Freeman, 
Dennison Manufacturing Co., Framing- 
ham; C. Ellis Spencer, Crompton & 
Knowles Loom Works, Worcester; Ross 
G. Walker, Harvard University. 


FINANCE—Edward C. Hunt, West 
Point Manufacturing Company, Chair- 
man; Victor A. Davis, Shrewsbury, Mass. ; 
H. Coleman Moore, Jr., New England 
Gas & Electric Association; Frederick L. 
Patton, Cambridge Rubber Company, 
Cambridge. 


ARRANGEMENTS—Frederick F. King, 
Sprague Steamship Company, Chairman; 
Norman L. Aronson, William Filene’s 
Sons Company; Douglas L. Brennen, 
Reed-Prentice Corporation, Worcester; 
Harold A. Downing, Industrial Steels, 
Inc., Cambridge; Thomas A. Dunbar, 
Metropolitan Transit Authority; Edwin 
C. Higgins, General Foods Corporation; 
Albert J. McLaughlin, Eastern Steamship 
Lines, Inc.; Germanus E. Perino, New 
England Mutual Life Insurance Company. 


PusLiciry—Henry F. Casey, Gillette 
Safety Razor Company, Chairman; Gor- 
don A. O'Brien, Worcester Telegram 
Publishing Co., Inc., Worcester. 


REGISTRATION—Richard N. Rigby, 
Gillette Safety Razor Company, Chair- 
man; Raymond J. Barber, Jr., Glen Alden 
Coal Company ; Gilman C. Harvey, Hawk- 
ridge Brothers Company; Alvin F. Lund- 
berg, United-Carr Fastener Corporation, 
Cambridge; Theodore R. Peary, Pacific 
Mills. 


SPEAKERS Hospitratiry—C. _ Ellis 
Spencer, Crompton & Knowles Loom 
Works, Worcester, Chairman; M. F. Car- 
ter, Worcester Pressed Steel Company, 
Worcester; Percy D. Mitchell, Morgan 
Construction Company, Worcester; John 
V. van Pelt III, The Kendall Company, 
Walpole. 


INTER-CONTROL ATTENDANCE—Stuart 
D. MacLaren, Heywood-Wakefield Com- 
pany, Gardner, Chairman; Stanley F. 
Chittick, Simonds Saw and Steel Com- 
pany, Fitchburg; Irving Kimball, Parks- 
Cramer Company, Fitchburg. 


Information concerning the sessions 
will be released shortly to all members of 
the Institute. Also, further details will be 
made public in the March issue of THE 
CONTROLLER. 
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You know from experience that it’s usually 
not temporary at all... that almost invariably 
it becomes a permanent boost in your current 
operating expense. 


For the day is past when the problems of office 
operation could be met profitably with stop- 
gap measures. The increased tempo of today’s 
business demands modern methods and equip- 
ment. It requires mechanized efficiency to keep 
your office payroll stable. 


With the proper machines for each job, your 
personnel can do their work much faster with 
less effort. There’s less need for emergency 
hiring even during peak periods. Up-to-the- 
minute data and figures are on your desk when 
you reach for them . . . overtime is pared to a 
thrifty minimum. 


Why not call in your local Burroughs repre- 
sentative today for a discussion of your office 
problems? Burroughs Adding Machine Com- 
pany, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE'S Burroughs 
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because FRIDEN is the fully automatic 
calculator that produces ACCURATE 
ANSWERS with a minimum of operator effort. 
Speed results from securing only useful answers 
by simple Friden Methods that fit your 
individual figure work requirements. Call your 
local Friden Representative today. He will 
instruct you on its simple operation and 

supply you with the calculator of the size, price 
and capacity that fills your needs. Then... ¢ry, 


before you Buy — that's the Friden way. 


Friden Mechanical and Instructional Service is availa- 
ble in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 


Goals Set for 
Accounting Reports 


Discussing accounting reports for pro- 
duction executives, before a joint meeting 
recently of the Chicago Association of 
Commerce and Industry and The Illinois 
Society of Certified Public Accountants, 
Sidney R. Catsiff, Senior Staff Engineer 
of A. T. Kearney & Company, Chicago, 
set up these goals on the presentation of 
information to the operating executive: 


1. Keep your statements as few and 
simple as possible. Don't give complete 
sets to everyone. If the plant manager has 
three key men, give him a total and a 
report on the activities of each of the 
key men. Give each of them a summary 
of his own activities and a report for each 
of his key men, and so on down the lad- 
der. 

2. Issue your statements currently and 
on time. Use handwritten reports if it 
will speed them up. If you have daily re- 
ports, have them out the next day or 
change them to weekly statements. 

3. Eliminate the pennies from operat- 
ing reports. I know that it won’t save your 
accounting personnel any work, but it will 
reduce the size of the reports and make 
them easier to read. 

4. If your operating head prefers charts 
to tabulations, give them to him. Remem- 
ber, he is the one who must use them. 


Defends U.S. Payroll Rise 


Government cannot operate as cheaply 
as private business, declares Harry B. 
Mitchell, President of the United States 
Civil Service Commission. The amount of 
checking, inspecting and paper work in- 
volved makes it impossible, he told 2500 
postmasters at the recent National Associ- 
ation of Postmasters convention. 

The rise in Federal employees from 
565,000 in civil service in June 1933 toa 
current 2,000,000, he said, is accounted 
for by the population rise, addition of new 
agencies, increase in civilian employees 
of the military branches, and expanded 
business handled by Government depart- 
ments. 


Utilities Issue Financial Statistics 


The fifth annual edition of “Financial 
Statistics of Public Utilities’ has been 
made available for distribution. New 
features have been incorporated in this 
latest publication covering 210 electric 
and gas operating public utilities with 
statistical information and charts from 
1940 through 1947, aggregating over 20 
billions of dollars in assets or approxti- 
mately 90 per cent of the entire a. 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT * SAN LEANDRO, CALIFORNIA, U.S.A. 


The publisher is C. A. Turner, 208 S. 
LaSalle Street, Chicago 4, Illinois. 
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THE UNION CHALLENGE TO 
MANAGEMENT CONTROL. By 
Neil W. Chamberlain. Harper & 
Brothers, New York, N. Y. $4.50. 

UNION-MANAGEMENT CO-OPER- 
ATION. By Kurt Braun. The Brook- 
ings Institution, Washington, D. C. 
$3.00. 

LABOR-MANAGEMENT COOPERA- 
TION. By E. J. Lever and Francis 
Goodell. Harper & Brothers, New 
York, N. Y. $2.50. 

Reviewed by Grorce K. DAHL 
More than thirty years ago Justice 

Brandeis observed, “Some way must be 

worked out by which employer and em- 

ployee, each recognizing the proper sphere 
of the other, will each be free to work for 


his own and for the common good, that 
the powers of -the individual employee 
may be developed to the utmost.” 

Two of the books under review, as 
should be obvious from their titles, tell 
how much progress has been made in that 
direction; the third—and most revealing 
—underscores the obstacles, legal, organi- 
zational and psychological, which must be 
hurdled in the progress toward Justice 
Brandeis’ goal. 

Controllers who read Geoffrey Gorer’s 
penetrating study, “The American Peo- 
ple,” in which that English anthropolo- 
gist explored the folkways which explain 
our attitudes and approaches, will find 
Professor Chamberlain’s book equally 
challenging and stimulating. His most re- 
vealing passages are not those in which 
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he ably discusses ‘‘frame-within-frame”’ 
organization of management, or the legal- 
isms of management-owner relationships, 
but rather those devoted to the social pre- 
delictions of the managing group. 

“In a sense,” he points out, “that group 
of citizens we have customarily labeled 
management .. . form a social group 
whose ‘structure of living’ is different 
from that of other participants in the op- 
perations of enterprises. Their goals, rou- 
tine behavior, personal and social te- 
sources, their codes, philosophy, symbols, 
and ritual bear the stamp of the world of 
management. The functions they perform 
are an important part of this structure of 
living even though some of these func- 
tions are shared in varying degrees with 
persons outside of ‘management’ as usu- 
ally defined. But the structure of living 
has other elements which make of them 
a psychological group, conscious of their 
unity of interest in distinction from other 
groups. This awareness of being alike 
and the desire to protect the system of 
business operations and structure in which 
the alikeness is experienced are important 
factors in determining the reactions of 
management to the developing participa- 
tion of unions in these operations.” 

If this is true, it pl follows that 
every effort by a union, through the de- 
vice of collective bargaining, to limit or 
dilute the prerogatives of management, is 
unconsciously regarded as an invasion by 
outsiders. As the author points out, there 
are other types of intervention to which 
management submits without this sense 
of outraged self-protection. Financial in- 
tervention, even to the point of admitting 
bankers and “outside” interests to the 
board of directors, is taken in stride as 
being part of the game. Customers not in- 
frequently dictate changes in policy; com- 
petitors, via the trade association, have an 
influence; suppliers—especially in these 
days of sellers’ markets—often have their 
say. 

“The answer to the question of why 
management has more willingly accepted 
outside intervention other than that from 
unions,” Professor Chamberlain declares, 
“lies in the fact that, except primarily for 
the unions, outside intervenors have 
shared with management the same social 
and economic beliefs, the same goals, the 
same legal responsibilities. . . . It in- 
volves no violation of the system of au- 
thority itself, or of the business frame- 
work. It is, in fact, part of ‘the game.’ 
. . . The significant fact is that managers 
have been more willing to accept outside 
intervention when brought by those who 
are themselves ‘in business.’ To sum it 
briefly, they understand each other.” 

Unfortunately, at least from that caste- 
conscious point of view, the manager who 
regards his business as his club is enlisted 
in a Lost Cause. The interventions already 
successfully waged by unions are many 
and growing. Through collective bargain- 





ing, unions now limit management's 
power of decision in such matters as 
choice of personnel, size of work force, 
hiring practices and layoffs, allocation of 
workers, disciplinary control, wages and 
hours, health and safety, rates of opera- 
tion—even, in some instances, the pric- 
ing policy itself. Every joint agreement 
leads on to another. 

The part of realism, the author con- 
cludes, is to find a place for the union 
heirarchy within the ‘‘frames’’ of manage- 
ment. He admits that this is not an easy 
job, but regards it as preferable to the 
current condition in which management 
finds itself actually fighting for recogni- 
tion by the unions. He makes the further 
admission that this teamwork can _ be 
achieved only when the union realizes 
that it cannot exercise final authority on 
administrative matters, even though it now 
does so in the directive sphere, and that 
each party must respect the other's integ- 
rity, security and representative nature. 

Meanwhile, as Professor Chamberlain 
points out, management must abandon the 
assumption that its responsibility is al- 
ready fixed in law, while that of the 
union is not. 

“That assumption misses the point at 
issue,’ he declares. ‘‘As long as manage- 
ment is faced with the perplexing prob- 
lem of the effect of its responsibility to 
the owners upon its sharing of authority 
with the union, the nature of its own re- 
sponsibility will remain in doubt. 
Management's own traditional responsi- 
bilities are no longer consistent with the 
changed legal and social framework. 
. . . Regardless of our sympathies, we 
cannot escape the fact that the rise of 
strong unions as legally protected associa- 
tions has reopened for examination the 
nature of the corporation as a business in- 
strument.” 

This is but a sketchy outline of a 338- 
page book, carefully reasoned, ably or- 
ganized, adequately appended, and sup- 
plied with a splendid index. Much of the 
text is as illuminating as it is uncontro- 
versial. But the portions sampled in this 
review are those which make it stand out 
above the run-of-mine books on the labor 
problem. 

Mr. Braun’s book is a history of union- 
management cooperation (he spells it 
with a hyphen) within the garment in- 
dustry. He thinks well of what has been 
accomplished there, and is evidently look- 
ing toward the day when unions in other 
fields will have equal sway. The reader 
whose sympathies are with the class-con- 
scious managers portrayed—or diagnosed 
—by Professor Chamberlain will find it 
somewhat depressing. Nevertheless, if 
Mr. Brown is correct in his analysis and 
predictions, this is a book that manage- 
ment must read and hold for ready refer- 
ences. 

“Labor-Management Cooperation’’ car- 
ries the sub-title, “And How to Achieve 
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COLEMAN L. MAZE, Editor; over 100 
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Association 
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departments. Geared to present conditions; 
anticipates your current problems instant 
help on planning an office, setting up office 
systems, streamlining management, shortcut 
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ment, to name a few. Gives fundamentals 
as well as details. 169 illustrations, 870 
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Accountants’ Reports 
WILLIAM H. BELL, C.P.A., Haskins & Sells 


NEW 4th EDITION—for controllers, auditors, 
accountants—the best present-day methods 
of preparing clear, informative, accurate re- 
ports. This fourth edition of a widely known, 
accepted work is fully in step with the 
times. All types of reports are considered ; 
technical features as well as broader aspects 
of usefulness. Sets forth the exacting stand- 
ards which must be met; considers reports 
in terms of importance in internal business 
administration, in securing of credit, and in 
other external relationships. Extensive treat- 
ment of selection, presentation, interpreta 
tion of data; of nomenclature, classification, 
including published 
statements, 


arrangement. 97 forms 
balance 
laneous schedules 
ants’ certificates and complete audit report 
illustrate accepted practices of business con- 
cerns. 390 pages $7.00 
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INSURANCE __3+a Edition 
S. B. ACKERMAN, New York Bar 


PRACTICAL GUIDE to insurance 
policy contracts, to protection afforded. Includes 
not only usual types of insurance, but practi- 
cally all other lines which corporate officers and 
others must consider when making provision 
against insurable risks. Covers: Life, Fire, 
Sprinkler, Explosion, Machinery, Boilers, Rain, 
Crops, Livestock, Plate Glass, Burglary, Theft, 
Title, Credit, Marine, Liability, Automobile, 
Aviation, Accident, Health, Compensation 

others. Illustrations enhance its value as a 
working manual and reference. $6.00 
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Internal Auditing 
VICTOR Z. BRINK, C.P.A. 


ACCOUNTANTS, auditors, controllers and corpo 
rate officers concerned with internal auditing 
programs and details find this guidebook an 
all-around help. Intensely practical, the book is 
based on the author's experience and first-hand 
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many com- 


investigations of the practice of 
panies. It includes, but is much broader than, 
narrower aspects of internal check. Brings into 
focus the growing reliance by business execu 
tives on internal auditing; stresses value of its 


help to public accountants. 549 pages. $5.00 


Effective 
Talking in 
Conference 


Directness—Courtesy 
Caution 


JOHN MANTLE CLAPP 


FOR the business or professional man who 
wants to express himself to best advantage in 
the rapid give-and-take of conferences and 
small meetings, where decisions are made and 
plans worked out--and where winning the 
point requires poise and naturalness. This book 
offers key principles from analysis of practical 
experience in actual situations of the business 
day. It shows how to apply these specific ‘‘first- 
aids” to help overcome handicaps, talk better 

more convincingly—in informal discussions; 
tells in practical, direct manner what you can do 
to improve your appearance, voice, and lan- 
guage. 140 pages $2.50 
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It.”’ It is a review of the joint production 
committees which were promoted by 
WPB in the recent war, and is proffered 
as the combined viewpoints of workers 
and managers. As such, it may have con- 
tinuing validity, despite the virtua! dis- 
appearance of this particular brand of 
“cooperation” (unhyphenated) since V-J 
Day. 


COST ACCOUNTING, Second Edition. 
By John G. Blocker. Published by Mc- 
Graw-Hill Book Company, New 
York, N.Y. $5.50. 


Here is a thorough revision of a stand- 
ard college text that includes the most re- 
cent and improved methods in the field 
of cost accounting and managerial con- 
trol. New material has been added to 
every chapter, chapters have been rear- 
ranged, and two new chapters have been 
added. 

In the new edition the emphasis has 
been shifted from the descriptive features 
of cost accounting systems to the utiliza- 
tion of cost data by management in the 
operation of a business. Every topic is ap- 
proached from the point of view of what 
management may expect from a particular 
cost method, and how the cost informa- 
tion can be used in directing activities and 
deciding current managerial policies for 
future operations. 


The important topics of control and ac- 
counting for distribution and administra- 
tive costs are given consideration equal 
to that of manufacturing and production 
cost accounting. An unusually complete 
treatment of standard costs is included. 


INSURANCE—A PRACTICAL 
GUIDE, Third Edition. By S. B. Ac- 
kerman. Published by The Ronald 
Press Company, New York, N.Y. 
$6.00. 


Recent developments in the insurance 
field which affect both buyer and seller 
have made necessary this third edition of 
“Insurance” in which the book has been 
thoroughly revised as well as considerably 
enlarged. During the revision the author 
has added much new material and also, 
by some rearrangement of the content, 
placed more emphasis upon those types of 
insurance which are of most concern to 
the average citizen and the ordinary buyer. 
These are also the types which are of 
most interest to the majority of agents, 
brokers, and others in the insurance busi- 
ness, and to students who are preparing 
for business careers. 

For each of these many types of insur- 
ance the book presents discussion and 
analysis of policy provisions and the vari- 
ous clauses that may be added to policies 
to make them meet the requirements and 


circumstances of the individual case. 

A set of special Questions and Prob- 
lems will be found at the end of each 
chapter. In the present edition these, like 
the discussion itself, reflect many ideas 
that are the outcome of conferences with 
business executives and officers of public 
organizations, and they also include ques- 
tions actually raised by students in the 
author's insurance classes. They have all 
been thoroughly revised to conform to 
present-day conditions and practices. The 
study of these questions, answers to all 
of which are to be found in the text itself, 
will greatly aid the insurance buyer and 
will be particularly helpful to those who 
intend to apply for licenses as agents or 
brokers and who want to master the sub- 
ject practically and thoroughly. 


INCREASING THE USEFULNESS OF 
INTERNAL AUDITING. Published 
by The Institute of Internal Auditors, 
Inc., New York, N.Y. $2.50. 

A symposium of addresses presented at 
the Sixth Annual Conference of the In- 
stitute of Internal Auditors, the presenta- 
tions and discussions resolve themselves 
under three major sections: (1) recent 
developments in internal auditing, (2) re- 
appraisal of the systems of internal con- 
trol, and (3) management service. 
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where!” vivid entertainment as well as a highly informa- 
tive sound film on the vitally important subject of filing. 

Yes, it’s 28 minutes of exciting drama that presents 
Simplified Records Management in a form that will cap- 
ture your interest and grip your imagination from start 
to finish—help you understand the crucial significance to 
business profits of speedy, accurate filing methods, in a 
way that is truly unforgettable. 
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Excess Profits Tax Possibility 


Seen Curbing Plant Expansion 


An excess profits tax imposed upon in- 
dustry at this time would have the same 
effect as a law directly prohibiting further 
industrial expansion. In fact, mere talk of 
a so-called excess profits tax is already 
causing grave doubts about the wisdom 
of moving ahead with projected plant 
expansion programs, Robert G. Dunlop 
recently told the Joint Congressional Eco- 
nomic Committee 

Mr. Dunlop, a member of the ¢ ontrol- 
lers Institute of America, is President of 
Sun Oil Company, Philadelphia. 
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The oil industry has traditionally de- 
pended upon profits to generate funds for 
expansion. This “internal creation of capt- 
tal’ is especially needed today, said Mr. 
Dunlop, “because current rates of taxa- 
tion and credit restrictions place limita- 
tions on the availability of outside financ- 
ing.” 

Profits, he explained, enabled the oil 
industry to spend two billion dollars a 
year during the last two years to build 
new plants and facilities. 

“Are the proponents of the proposed 
excess profits tax willing to take the re- 
sponsibility of halting this expansion?” 
he asked. ‘Are they ready to tell the 
American people that we have all the 
plant and equipment we need to insure 
our national security and our standard of 
living?” 

Mr. Dunlop blamed monetary inflation 
for widespread misunderstanding of cor- 
porate profits “the true size of which no 
longer is accurately revealed by customary 
accounting procedures.” 

"Monetary inflation,” he declared, “has 
clouded the accountant’s mirror, distort- 
ing the true image of profits.” 
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This inflation, he charged, stems di- 
rectly from an over-expanded money sup- 
ply resulting from loose monetary policies 
and the federal government's continued 
deficit financing. 

Mr. Dunlop emphasized that the oil 
industry's vast postwar expansion was 
made possible largely by the willingness 
of stockholders to forego dividends to 
help finance new construction. 

As an example of this trend he pointed 
out that Sun Oil Company “‘ploughed 
back into the business” 61 per cent of its 
earnings in 1940, 70 per cent in 1941 
82 per cent in 1946 and 1947, and 88 per 
cent in the first six months of 1948. 

Oil industry stockholders who forego 
today the dividend returns which right- 
fully belong to them are motivated “by 
the hope of future profits through in- 
creased volume and the desire to safe- 
guard their original investment through 
maintaining the dynamic structure of the 
enterprise,’ he added. 

Mr. Dunlop warned against restrictive 
control and regulation of oil and other 
competitive industries. 

“Let petroleum remain free and un- 
fettered, subject to the laws of economics 
and the corrective forces of the market 
place,” he said, “and the oil industry 
will continue to serve the best interests of 
the American people, helping to raise 
their standard of living and to insure their 
national security.” 


Housing Decline Forecast 


Although housing may show a decline 
of around 10 per cent in 1949, this vol- 
ume would insure a busy building indus- 
try, according to a recent forecast released 
by the Upson Company of Lockport, New 
York. In addition to more strenuous com- 
petition the building industry will find, 
the same source declares, that its 1949 re- 
sults are being influenced by: hesitation 
in equity financing—lessened confidence 
on the part of builders and prospective 
house-owners—opportunistic legislation 
lessened demand for higher-priced houses 

-and the extent of public housing. 

With housing volume in 1948 approxi- 
mating the record volume of 1925—937,- 
000 housing units—the industry, in the 
opinion of W. H. Upson, Jr., President 
of the Upson Company, will still have the 
problem of providing adequate shelter as 
population shifts or grows. This repre- 
sents a total construction volume in 1949 
of some 850,000 housing units. 
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Happy Birthday to Us! 


Ordinarily the 181st of anything does 
not call for any particular comment, but 
this 181st issue of THE CONTROLLER is 
being noted because it marks the 15th an- 
niversary of the first issue in February 
1934. 

What topics were of concern in Feb- 
ruary 1934? 

Some have been relatively overlooked 
or deliberately ignored in recent years, 
others still have timely connotations. 

For example, THE CONTROLLER for 
February 1934 featured an article head- 
lined “Why Should We Not Return to 
the Gold Standard with Limitations ?” 
by the late Frank A. Vanderlip. 

And shades of the N.R.A.!—another 
article discussed the valuable service per- 
formed by the oil industry controllers in 
N.R.A. code work. 

Among the book reviews there were 
three which, judging by the titles, could 
be part of that section in this issue. 
Topics covered were budgeting, invest- 
ments and—hardy perennial that it is 
depreciation, the latter being a review of 
legal and accounting problems by the staff 
of the Public Service Commission of Wis- 
censin. 

Commercial advertisers totaled only 
three in that February 1934 issue: Royal 
Typewriter and Remington Rand (each 
of which is represented in this issue) and 
International Business Machines, which 
still makes regular appearances in our 
pages. 

And now for the next 15 years! 


Corporate Profits Held Unreal Because 
Depreciation Deductions Are Too Low 


Greater dividends to investors, higher 
wages to labor, and lower commodity 
prices to the public are not to be ex- 
pected despite the reported high profits of 
many corporations because these earnings 
are illusory and unreal, said tax attorney 
J. H. Landman of the firm of Sher, Roeder 
& Landman in a recent address before the 
New York Chapter of the National Asso- 
ciation of Cost Accountants. 

These phantom profits, stated Mr. 
Landman, arise in a large measure out of 
inadequate depreciation deductions for 
plant and equipment which are based on 
original costs as required by governing 
accounting standards and not on current 
inflated values. He nevertheless agrees 
with the repeated ruling of the American 
Institute of Accountants of October 14, 
1948 that a change from cost to value de- 
preciation would confuse readers of fi- 
nancial statements and nullify many of 
the gains that have been made toward 
clearer presentation of corporate finances. 

The prevailing accounting opinion, he 
notes, makes provision for the discrepancy 
between prior and current price levels in 
plant and equipment by suggesting the re- 
tention of greater corporate profits to re- 
place productive facilities at current prices, 
and by advising appropriate explanations 
therefor in financial statements. 

Mr. Landman contends that such re- 
placement reserves could not ordinarily be 
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adequate to correct for the differential be- 
tween original and present skyrocketed 
costs. He recommends that: 

1. Legislation be enacted to allow tax- 
payers the economic benefit of an addi- 
tional annual depreciation allowance of 
3% set aside in Government bonds for 
new plant and equipment to replace worn- 
out and obsolete assets, provided these 
funded reserves are matched annually by 
at least an equal amount of earned surplus 
and they are expended within a period of 
three years. He justifies this proposal on 
the ground that increased productivity can 
defeat inflation, and that economically re- 
vived foreign countries can suddenly ex- 
cel the productivity of our outmoded and 
worn-out mechanism with the more effici- 
ent machines they procure from our very 
own factories to the detriment of our 
international trade. 

2. The Treasury should respect the tax- 
payer's judgment in determining the use- 
ful lives of fixed assets with a view toward 
determining appropriate annual deprecia- 
tion deductions as it did prior to the year 
1934, with the added binding election of 
a 25% margin above or below it, and in 
adopting any industry approved method 
of computing annual depreciation rates 
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FRANK B. MorGAN_ was_ recently 
elected Vice President and Comptroller 
of Title Guarantee and Trust Company, 
New York. Mr. Morgan, who formerly 
held the title of Comptroller, is a member 
of the Controllers Institute. 


M. JosepH Borst, a member of the 
Controllers Institute, has been appointed 
Controller of the Puerto Rico Aqueduct 
and Sewer Service, San Juan, Puerto Rico. 
Previously Mr. Borst served as Controller 
of the East Coast Ship Yards, Inc., New 
York. 


EDWIN KALBFLEISH was recently named 
Comptroller of Anheuser-Busch, Inc., St. 
Louis, Mo., which he formerly served as 
General Auditor. Mr. Kalbfleish is a 
member of the Controllers Institute. 


JOHN J. WALDRON has been elected 
Treasurer of the Jacob Ruppert Brewery. 
Mr. Waldron, who previously held the po- 

sition of Comp- 

ME troller, has been 

with Ruppert 

since 1945. Prior 

to that he was 

associated with 

Haskins & Sells, 

certified public 

accountants, for 

ten years. He is 

a member of the 

board of direc- 

tors of the New 

York City Control of the Controllers In- 
stitute, as well as Chairman of the Comp- 
trollers Advisory Committee, Brewers 
Board of Trade. A graduate of Fordham 
University where he was prominent as a 
guard on the 1932-33-34 football teams 
and one of the famous ‘Seven Blocks of 
Granite,’ Mr. Waldron also holds a mas- 
ter's degree from New York University. 


James P. McKeown, who previously 
held the position of Assistant Comptrol- 
ler at Ruppert, succeeds Mr. Waldron as 
Comptroller. Mr. McKeown has been 
with Ruppert for the past 14 years, prior 
to which he was associated as a public ac- 
countant with S. D. Leidesdorf & Com- 
pany. 


THE CONTROLLER 


ALBERT L. WILLIAMS, Treasurer of the 
International Business Machines Corpora- 
tion, New York, has been elected to the 
position of Vice 
President and 
Treasurer. Mr. 

Williams joined 
the company in 
1936 in Pitts- 
burgh as a stu- 
dent sales rep- 
resentative and 
became a senior 
sales representa- 
tive at Baltimore 
the following 
year. He was transferred to Washington, 
D. C., in 1938, and in 1941 was given a 
leave of absence to serve with the federal 
government. He developed a production 
requirements plan adopted by the War 
Production Board and ultimately became 
Chief of the Production Requirements 
Branch of the Board’s Bureau of Priorities. 

Returning to IBM in 1942, Mr. Wil- 
liams became Controller later the same 
year, and was made Treasurer in 1947. 
He is a certified public accountant and a 
member of the Controllers Institute of 
America. 


WILLarD J. GRAHAM, Director of the 
Executive Program of the School of Busi- 
ness, University of Chicago, and an as- 
sociate member of the Controllers In- 
stitute of America, is the author of an 
article in the January 1949 issue of The 
Accounting Review entitled: ‘The Effect 
of Changing Price Levels upon the Deter- 
mination, Reporting, and Interpretation 
of Income.” 


FREDERICK A. WAECHTER has been 
named Controller of Anemostat Corpora- 
tion of America, Hartford, Conn. A mem- 
ber of the Controllers Institute, Mr. 
Waechter was previously connected with 
The Gray Manufacturing Company, Hart- 
ford, and with The Lenier Company, At- 
lanta, Ga. 


ABRAHAM HOFFMAN, a member of the 
Controllers Institute, has recently become 
Controller of DeJur-Amsco Corporation, 
Long Island City, N. Y. 
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FREDERICK L. PATTON has been elected 
Treasurer of The Cambridge Rubber 
Company, Cambridge, Mass. Mr. Patton, 
who continues as a Director and Assistant 
Secretary, has been with the company 
since July 1943. He is also Assistant 
Treasurer and Secretary of General Latex 
and Chemical Company of the same city. 

Mr. Patton is secretary and a director 
of the Boston Control of the Controllers 
Institute; a member of the American In- 
stitute of Accountants; Fellow of the 
Massachusetts Society of Certified Public 
Accountants, Inc.; member of Tax Execu- 
tives Institute, Inc.; member of the Na- 
tional Association of Cost Accountants; 
and a Certified Public Accountant of 
Massachusetts. 


WALTER C. Otto, Controller of Clin- 
ton Industries, Inc., Clinton, Iowa, is the 
author of an article entitled “Does Your 
Company Need a Controller?’ which has 
been accepted for publication in the 
February issue of the Kiplinger Magazine. 
Mr. Otto is a national director of the 
Controllers Institute of America. 


THoMas M. McDermott, formerly 
Assistant Treasurer of Hickok Manufac- 
turing Company, Inc., Rochester, has been 
made Secretary-Treasurer. Mr. McDer- 
mott, a member of the Controllers Insti- 
tute since 1937, served as president of 
the Rochester Control 1943-44. 


WALTER P. MARSHALL has_ been 
elected to the presidency of Western 
Union Telegraph Co. as successor to the 
late JOSEPH L. 

EGAN who died 

in France on 

December 6, 

1948. Mr. Mar- 

shall, who pre- 

viously held the 

position of Vice 

President and 

Assistant to the 

President, had 

been acting as 

President of the 

company since the death of his predeces- 
sor. He joined the Western Union in 1943 
as Assistant to the President, following the 
merger of Western Union and Postal Tele- 
graph-Cable Company. Mr. Marshall had 
served as Executive Vice President of 
Postal Telegraph up to the time of the 
merger. 

Early in January Mr. Marshall was also 
elected a Director and member of the Ex- 
ecutive Committee of American Express 
Company. 

A member of the Controllers Institute 
of America and holder of its certificate 
1525, Mr. Marshall was Controller of 
Postal Telegraph at the time of his elec- 
tion to Institute membership in Novem- 
ber 1939. 





GORDON W. SCHROEDEL became Con- 
troller on January 1 of Peter Paul, Inc., 
with headquarters in Naugatuck, Conn. 

The firm also 
operates plants 
at Philadelphia, 
Dallas, and Oak- 
land, Calif., as 
well as in the 
Philippine Is- 
lands. Mr. 
Schroedel was 
previously 
Treasurer-Con- 
troller of Inter- 
national Derrick 
& Equipment 
Company, Columbus, O. 

A graduate of the University of Cin- 
cinnati, Mr. Schroedel was associated 
with W. E. Hutton & Co., investments 
bankers in Cincinnati, before joining the 
Dresser Manufacturing Division of Dres- 
ser Industries in 1941. He was Controller 
of Bovaird & Seyfang Mfg. Co. from 
1942 until 1945 at which time he joined 
International Derrick. 

Mr. Schroedel served as Chairman of 
the Organization Committee of the Co- 
lumbus Control of the Controllers Insti- 
tute when it was organized during the past 
year, and later as the Control's first presi- 
dent. 

U. D. RANKIN has succeeded Mr. 
Schroedel as president of the Control. 


THoMAS W. PARHAM, formerly Sec- 
retary-Treasurer of Empire Products, Inc., 
Los Angeles, is now Comptroller of 
Southern Pacific Milling Company, Santa 
Barbara, Calif. Mr. Parham is a member 
of the Controllers Institute. 


LAURENCE D. BOwMAN has joined W. 
B. Scott Company, Long Beach, Calif. 
Mr. Bowman, a member of the Control- 
lers Institute, formerly served as Comp- 
troller with Solar Aircraft Company, San 
Diego. 

B. F. Izarp has recently transferred 
from the Atlanta to the New Orleans 
office of Southern Bell Telephone & Tele- 
graph Co. A member of the Controllers 
Institute, Mr. Izard served as president 
of the Atlanta Control 1946-47. 


J. E..M. Brown is now in Geneva, 
Switzerland, as newly appointed Chief 
Finance Officer of the United Nations Re- 
lief for Palestine, a commission set up to 
meet the urgent need of both Arabs and 
Jews displaced from their homes or other- 
wise distressed by hostilities in the Holy 
Land. Mr. Brown recently completed an 
assignment as member of the staff of the 
Hoover Congressional Commission to 
study the reorganization of the executive 
branch of the federal government. 

Mr. Brown has been a member of the 
Controllers Institute since 1935 and holds 
certificate number 484. 


T. W. Bryant, General Controller of 
The Cuneo Press, Chicago, and a national 
vice president of the Controllers Institute, 
addressed the December meeting of the 
South Bend Chapter of the National As- 
sociation of Cost Accountants. Mr. Bry- 
ant’s subject was ‘‘Controllership and Its 
Cost Functions.” 


Ray A. LIKLEY is now associated with 
Fruehauf-Carter, Division Fruehauf 
Trailer Company, Memphis, Tenn. Mr. 
Likley is a member of the Controllers 
Institute with certificate number 415. 


Wm. HERBERT CARR was elected Di- 
rector, member of the Executive Commit- 
tee, and Vice President of California 
Packing Cor- 
poration, San 
Francisco, on 
November 12. 

Mr. Carr started 
with Calpak in 
1941 as Assist- 
ant Comptroller, 
was made Assist- 
ant Treasurer 
and Comptroller 

in 1942, and 
Treasurer in 
1946. He is still acting as Treasurer along 
with his new duties. 

A member of the Controllers Institute 
and holder of membership certificate 299, 
Mr. Carr served as president of the San 
Francisco Control in 1944-45, and is at 
present a national vice president and di- 
rector of the Institute. 


Victor A. Davis, formerly Controller 
of Graton and Knight Company, Worces- 
ter, Mass., is now Works Manager for 
John Bath & Company, Inc., Worcester. 
Mr. Davis is a member of the Controllers 
Institute. 





Obituary 





GeorGe A. Ware, SR., Comptroller 
of Champion Machine & Forging Com- 
pany, Cleveland, passed away September 
17, 1948, at the age of 59. 

Mr. Ware, who made his home at 3544 
Ingleside Road, Shaker Heights, O., had 
been with his company since 1943. Pre- 
vious to this connection he was associated 
with Willys Motor Company, Toledo, O., 
where he was Forge Auditor, and The 
Herbrand Company, Fremont, O., where 
he served as Comptroller. 

For many years Mr. Ware was very ac- 
tive in the Drop Forging Association in 
connection with the efforts of that organi- 
zation to standardize accounting practices 
among various drop forging companies. 
He was the author of a book on drop forg 


ing accounting and was also one of. the 
principals in the writing of the Drop 
Forging Association’s manual on account- 
ing practices and procedures. 

A Mason and an Odd Fellow, Mr. 
Ware was also a member of the Control- 
lers Institute to which he was elected in 
April 1945 with certificate number 3327 


NATHAN J. BEALS, 60, of 7 Highwood 
Road, West Orange, N. J., a member of 
the comptroller’s staff of the Standard Oil 
Company (New Jersey), drowned Janu- 
ary 16 while swimming at Talara, Peru, 
according to word received by the com- 
pany at its New York headquarters, 30 
Rockefeller Plaza. 

Mr. Beals was born in Paducah, Ky., 
and attended Harvard University and the 
University of California. Before joining 
Standard Oil in 1932, he had been Assist- 
ant to the Comptroller of the Pan Ameri- 
can Petroleum & Transport Company and 
Comptroller of the Creole Petroleum Cor- 
poration. 

Mr. Beals was elected to membership 
in the Controllers Institute of America in 
1944 and held certificate number 3174. 

Surviving are his wife, Mrs. Nathan J. 
Beals; a son, Vincent Beals; and a daugh- 
ter, Mrs. Nathalia Cashin. 
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LaSalile’s famous Law Library —used as refer- 
ence in many Law libraries and Law offices 
has enabled thousands to master Law sur- 
prisingly fast, in spare hours at home, for busi- 
ness and professional advancement. 

These 14 remarkable volumes, compiled by 
leading professors and lawyers, cover the whole 
basic field of Law in condensed, orderly, sim- 
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Are you docked 


by knotty 


Donald Dock, here, is a comptrol- 
ler. The hard-working kind. 
Strains all day. But he spends 
precious time trying to get hold 
of accurate P and L statements, 
cost-accounting figures, and the 
rest. There’s not much time left 
for analysis and interpretation. 

Helter-skelter figures are at the 
root of Donald’s trouble. His of- 
fice takes days to piece all the 
facts together into statements and 
reports, and there are always mis- 
takes. Runs into a lot of over- 
time, too. 

Marginally punched Keysort 
cards —so easy to key and sort 
would make Donald’s office ship- 
shape. They'd straighten out the 
figures, get out reports on the 
double--and at such low cost. 

With McBee Keysort, heaps of 
ledgers, files and figures dissolve 
into swiftly flowing streams of 
easy-to-get-at information. And 
orders, invoices, clock cards and 


records? 


job tickets escape the hazards of 
copying and recopying because 
marginally punched Keysort 
cards become the original records. 
They can be keyed and sorted in 
minutes instead of hours. 

Without skilled help, without 
expensive equipment, Keysort 
keeps at your fingertips all facts 
about your business . . . fast and 
fresh and economically. 

There’s a McBee man near you. 
Ask him to drop in. Or write us. 








KEysortT is based on a card with coded 
holes punched near the edges. When notched, 
they make the card mechanically articu- 
late. Quantities of data can be classified, 


filed, found, used . . . quickly. 


THE McBEE COMPANY 


Sole Manufacturer of Keysort — The Marginally Punched Card 
295 Madison Ave., New York 17, N.Y. Offices in principal cities 


310 Spadina Ave., Toronto 2B, Ontario, Canada 


Need for Corporate 
Public Relations 


(Continued from Page 66) 


the business and financial press—the 
second most consulted source of informa- 
tion, next to annual reports, according to 
our survey—and we may find all our 
‘publics’ more favorably inclined.” 

Mr. Jarchow pointed out that “business 
has not yet found the way of doing an 
adequate job in public relations. American 
business is a good salesman of its products 
but a poor salesman of itself and of the 
system under which it operates. 

“Almost all nations are socialistic to a 
degree,’ Mr. Jarchow declared. ‘‘The 
United States is socialistic only to a mod- 
erate degree, other countries have gone 
further. Sweden and England have gone 
a long way down the socialistic road— 
Russia and her satellites all the way. 

“How much further the United States 
will go toward complete socialism de- 
pends, I believe, in large part upon the 
intelligence of business management; 
upon its foresight in recognizing new 
conditions; upon its willingness to make 
a change of pace to adapt itself to new 
conditions, and also upon its ability to in- 
still confidence in the public by making 
its objectives understood. Management 
has demonstrated its ability to meet dif- 
ficulties in the past and can do so in the 
future. Business enterprise properly man- 
aged can live in any reasonable political 
climate. 

“While the number of stockholders 
who read their annual reports thoroughly 
is disappointingly small, the situation with 
respect to the public is even worse. The 
public does not actively seek information 
from industry, and cannot be forced to 
read or believe the information which in- 
dustry turns out. No kind of reporting 
can convince the potential reader of any- 
thing unless it first attracts his attention 
and then stimulates his interest. It is dif- 
ficult to accomplish this unless the reader 
already has a definite and particular in- 
terest in the subject.”’ 

Summing up the points which industry 
should explain to the public, Mr. Jarchow 
included the following: 

“Industry should be prepared to ex- 
plain its usefulness as an economic in- 
stitution, in the sense that it operates at 
as high a rate of production as possible, 
that it maintains employment on as steady 
a basis as possible, and that it has good 
community relations in towns where it 
has plants or ofhces. 

“Industry should say something about 
its employee relations—wage _ policies, 
working conditions, welfare plans, etc. 





Before a strike occurs and at all times 
during a strike, the public should under- 
stand the issues involved. 

“Industry should discuss its earnings 
record. This is particularly important for 
companies whose earnings run into large 
figures which obscure relationship of 
profits to sales, to investment, etc. Im- 
portant also is an explanation of the 
reasons why all of the earnings are not 
available for dividends if the corporation 
is to remain healthy. Stockholders’ income 
from dividends has not been adjusted to 
the changing value of the dollar. Stock- 
holders are an unorganized group, but 
many corporations have more stockholders 
than employees. 

“Industry should also explain the neces- 
sity of adequate earnings in order to main- 
tain the integrity of capital investment 
and the continuance of the business as an 
effective economic instrument. A corpora- 
tion may appear to be earning adequate 
profits and retaining amounts which seem 
reasonable for the needs of the business. 
However, the integrity of its capital may 
be gradually impaired unless the amount 
of profits retained is sufficient to: replace 
the inventories in use in the business; 
cover the added depreciation necessary 
because of high replacement values; pro- 
vide for the normal growth in the busi- 
ness which all. progressive companies 
should have if they expect to keep abreast 
of the times. 

“Industry should be prepared to dis- 
cuss the relationship of productivity and 
costs; the reasons for price increases; the 
contributing causes of the present high 
cost of living, etc. 

“Management must be prepared on 
occasion to go beyond an explanation of 
its own policies and practices,” Mr. Jar- 
chow warned. “Whenever the impact of 
events or proposed lines of public action 
appear detrimental to the economy as a 
whole, it is up to management to make 
its voice heard. Similarly, broadside at- 
tacks on business by individuals in the 
public eye which are unfounded or based 
on half-truths should not remain unchal- 
lenged. To be silent suggests admission 
of guilt. All this may have a bearing some 
day on the freedom with which manage- 
ment operates. 

“IT am not suggesting that the ‘cure-all’ 
for public relations problems is diligent 
reporting by managment. Before one can 
do an adequate job of reporting, it is 
necessary to find out what employees, 
customers, and community neighbors 
really think of a business and its objec 
tives. And after learning what these re- 
actions are, there remains the greater 
problem of how to deal with them—how 
to attain customer satisfaction, how to 
improve community relations, and how 
to instill in employees a feeling of be- 
longing to the organization, of job satis 
faction, and of individual pride.” 


Your Insurance 
Program...Designed 

to Protect and Conserve 
Assets...is Not Complete 
Unless it Includes 

Credit Insurance 


These Companies Don't Worry 


About Credit Losses 
ate Sntured 


OUR Accounts Receivable are 
valuable assets, require protec- 

tion always, but especially now with 
customer payments slowing down. 
American Credit insures your prof- 
its by guaranteeing your receivables 
against credit loss... pays you when 
your customer can’t... enables you 
to get cash for past-due accounts. 


OFFICES IN PRINCIPAL CITIES OF THE 
UNITED STATES AND CANADA 


You may choose coverage for all ac- 
counts ...a selected group... or 


just one account. 


For additional information phone 
the American Credit office in your 
Credit 
Indemnity Company of New York, 
Dept. 55, First National Bank 
Building, Baltimore 2, Md. 
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Readers of the notices printed below are in- 
dividually responsthle for determining the value 
of she person available or of the postition open. 

Copy DEADLINE 
Tenth of month preceding publication 





Position Open 


Chief Cost Accountant 


Position with medium-sized manufac- 
turing concern employing about 500 per- 
sons located in upstate New York. Col- 
lege graduate under 40 years of age 
preferred. If interested you may submit 
such information as you would consider 
necessary for use in filling a position of 
this type. Address: Box 893, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Positions Wanted 


Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller—Executive Accountant 


Executive accountant offers many years 
of industrial experience in executive ca- 
pacity, functioning as part of top man- 
agement group with multiplant operations. 
Practical experience includes organiza- 
tional and account planning; development 


THE CONTROLLER 


of inventory controls and cost reduction 
programs; developing, analyzing and in- 
terpreting costs and budgets; general 
accounting, taxes, procedures,  insur- 
ance and the preparation of financial 
statements, operating reports and surveys. 
Member of Controllers Institute. Age 43, 
married, three dependents. Address: Box 
813, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Financial Executive—Treasurer— 
Controller 


Institute member seeks responsible po- 
sition requiring top executive ability. 
Thoroughly qualified in finances, costs, 
budgets, internal auditing, insurance, in- 
ventory control, credits and collections, 
and all phases of general accounting, f- 
nancial cost and SEC reports. Twenty- 
five years of exceptional broad experience 
in handling complicated organizational 
problems, coordination of systems and in- 
ternal controls. Excellent record. Address: 
Box 862, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Cost Accountant—Budget—Assistant 
Controller 


Available immediately. Practical experi- 
ence includes organization planning, de- 
velopment of manufacturing systems; de- 
veloping, analyzing and interpreting costs, 
budgets, cost controls, and plant equip- 
ment controls. Special investigations on 
overhead and operating expenses as well 
as the development of production engi- 
neering accumulation and _ liquidation. 
Standard costs a specialty. Experience in 
time and motion study. Age 36, married, 
with two children. Ohio University gradu- 
ate, B.A. in Accounting. Address: Box 
871, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Controller—Treasurer 


A Controllers Institute member, pres- 
ently employed, seeks challenging assign- 
ment as Controller, Treasurer, or Assist- 
ant to Senior Officer. Can arrange early 
availability. Would relocate. Broad na- 
tional, industrial experience, all functions ; 
management level. Special fortes: organi- 
zation, personnel procurement and train- 
ing, modern accounting ;echniques, sys- 
tems installations, procedure manuals, cost 
reduction, budgets, credits. Timely and ac- 
curate figures interpreted for manage- 
ment’s action. Effective controls painlessly 
applied. Educated Harvard—business ad- 
ministration, accounting, law. Age 45. 
Married. Salary dependent upon location, 
responsibility and opportunity. Address: 
Box 875, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 
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Controller—Assistant Controller 


Institute member desires position as 
Controller, Assistant Controller or other 
financial officer. He is Profit Conscious. 
His theme is PROFIT INSURANCE. He is 
accustomed to increasing profits in manu- 
facturing concerns by analysis of opera- 
tions and development of financial con- 
trols, cost systems, procedures, effective 
human relations, tax savings and _ better 
methods which give immediate data 
needed by executives responsible for 
sales, manufacturing and financial policy. 
He is presently employed, college trained, 
45 years old, married and has three de- 
pendents. Address: Box 886, THE Con- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Controller—Executive Accountant 


Certified Public Accountant. At present 
employed as Controller for medium-sized 
company in Middlewest. Experienced in 
preparing financial and operating state- 
ments, taxes, internal auditing and pro- 
cedures. Age 41, married. Address: Box 
888, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Treasurer—Controller 


Member Controllers Institute of Amer- 
ica. Last six years in public accounting 
and previous thirteen years as assistant 
controller for nationally known corpora- 
tions. Age 46, college trained. Address: 
Box 889, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Controller—Treasurer 
Executive Accountant 
Large manufacturing company seeks 
executive position for its Controller with 
a record of exceptional accomplishments. 
He has eighteen years of topnotch diver- 
sified industrial and public accounting ex- 
perience in budgets, systems and methods, 
cost reduction, controls, supervision of 
personnel. Negotiated contracts and did 
business with the government, banks, cus- 
tomers and vendors, insurance companies 
and unions. A high caliber man. Age 40. 
Married. Address: Box 890, THE Con- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Controller—Director of Management 
Controls—Budget Director 


A member of the Controllers Institute. 
At present is Controller for capital goods 
manufacturer employing 2,500 workers. 
Desires change in order to obtain job and 
financial security with a company where 
there is an opportunity to apply special- 
ized talent in the field of ‘Modern Man- 
agement Controls.” Possesses superior 
administrative ability and an unusual com- 





bination of talent: young, vigorous, ana- 
lytical, logical, decisive, and a thoroughly 
trustworthy organizer with a faculty for 
getting things done. Fourteen years of 
diversified industrial management experi- 
ence, the last eight as a member of top 
management responsible for all general 
accounting books and reports, complete 
budgetary control programs, standard cost 
systems, incentive payment plans, internal 
auditing, standard procedure instruction 
manuals, organization planning, and 
charts. Age 35, married, with three chil- 
dren. Address: Box 891, THE CONTROL- 
LER, One East Forty-Second Street, New 
York 17, N. Y. 


Controller—Treasurer 


Controller and executive accountant 
with heavy industrial and utility experi- 
ence in executive capacities. Experienced 
in working with top management in fi- 
nancial and organization planning, cost 
reduction programs, interpreting costs, 
and in the installation and operation of 
management control techniques such as 
cost systems, budgets, inventory controls, 
and administrative, selling and factory 
systems and procedures as well as the or- 
ganization and supervision of all activities 
within the Controller's and Treasurer's 
functions. Certified Public Accountant. 
Age 40. Address: Box 892, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 


Treasurer—Controller 


Executive accountant desires position as 
treasurer or controller, or related respon- 
sible position with a medium-sized cor- 
poration. Experience covers a broad back- 
ground of twenty-five years in diversified 
manufacturing fields with supervisory 
abilities in all phases of accounting and 
special emphasis on cost, budgetary con- 
trol systems, and accounting installations. 
Wharton School, University of Pennsyl- 
vania graduate with honors. Age 43. Pre- 
fer location in or around Philadelphia 
though not essential. Address: Box 894, 
THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Corporate Financial Officer 


Capable of assuming full responsibility 
for corporate finance and accounting. 
Thirty years broad experience in account- 
ing, taxes, and finance with a large na- 
tionally known corporation, which had 
varied interests in the sugar industry, 
utilities, hotels, investments, etc. Last two 
years, treasurer of one of its afhiliates, a 
large sugar company, and for fifteen pre- 
ceding years, controller of parent com- 
pany and its subsidiaries and affiliates, 
with full responsibility for all accounting 
matters of the entire organization. Im- 
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Conducted on a Professional Level 
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mediately available because of liquidation 
of the corporation. College trained, mar- 
ried, with two dependents, excellent 
health, age 52, highest business and char- 
acter references. Salary open. Address: 
Box 895, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Controller 


Controller, C.P.A., New York. Member 
of Controllers Institute, now available 
Has experience of eleven years in textile 
field, and is controller, secretary and treas- 
urer of nationally known textile manufac- 
turer employing about 600. Responsible 
for general corporate accounting, standard 
costs, budgets, systems and procedures, in- 
surance, federal and various state taxes, fi- 
nancial reports to management and stock 
holders, and financial negotiations with 
banks. Married. Age 43. Salary $12,000 
Address: Box 896, THE CONTROLLER 
One East Forty-Second Street, New York 
17; N.¥ 


FORTHCOMING MEETINGS 
CONTROLLERS INSTITUTE OF AMERICA 


Eastern Regional Conference 


April 1-2 
Statler Hotel 
Boston, Mass. 


Midwestern Regional Conference 


May 1-3 
Cleveland Hotel 
Cleveland, Ohio 


18th Annual National Meeting 


September 25-28 
St. Francis Hotel 
San Francisco, Calif. 








Will your present Pension, 


Bonus or Profit-Sharing Plan 
be affected by T. D. 5666? 


A revision may be necessary. 


Consult 


PENSION CORPORATION OF AMERICA 
20 PINE STREET, NEW YORK 5, N.Y. 

















Committee to Study 
aii = ——— Bureau of Revenue 


‘Guaranty Trust ui ompany af New York Management Preidens 


bits Checaiieras Creation of a Committee to direct the 
< ; ; $ management studies of the Bureau of In- 

Fifth Ave. at 44th St Madison Ave. at 60th St. Rockefeller Plaza at 50th St. ternal Revenue has been announced by 
LONDON ¢ PARIS  ¢ BRUSSELS Secretary of the Treasury John W. Snyder. 

The Committee will function under the 
Condensed Statement of Condition, December 31, 1948 Pama ia ci a = ben 
RESOURCES pe ica of ae Revenue George 

Cash on Hand, in Federal Reserve Bank, — ; J. Paayaiassicwag rae : site .. di- 
Due from Banks and Bankers. . t - . $ 662,439,640.64 ne purpose of the Committee 15 to di 
rect studies of the management problems 


U. S. Government Obligations . . . .»« «+ «© « 959,610,637.89 ‘ i ; 
Loans and Bills Purchased . . . . «© «© «© ~~ = 1,034,440,980.54 of the Bureau with a view to improving 


Public Securities. -$ 81,990,678.68 its operating efficiency. Attention will be 
Stock of Federal Reserve Bank 9,000,000.00 given to the recommendations contained 
Other Securities and Obligations . 10,546,096.20 in the report of the Advisory Group ap- 
Credits Granted on Acceptances . 11,490,995.89 pointed by the Joint Committee on In- 
ga er imceest and Accounts 7 907 67 ternal Revenue Taxation to investigate the 
eceivable . . ° 8,607,897.67 
Real Estate Bonds ond Mortgages —_ 1,776,646.38 Bureau. Other proposals that result from 
~~: 123,412,314.82 studies made by Treasury Department of- 
Bank Premises . 2. 2. + - 4,756,591.78 ficers and the Bureau staff will also be 
Sither Meal Estate . . 6 6 6 ee 8 16,929.41 analyzed. The Committee will coordinate 
Total Resources . 2. $2,784,677,095.08 all management studies and direct the im- 
aiid plementation of proposals that are found 
LIABILITIES to be conducive to better service to tax- 
Capital . . . . . « « «$8 100,000,000.00 payers and to more efficient operations 
Surplus Fund .... -» 200,000,000.00 within the Bureau. 
Undivided Profits . . ’ __ 66,890,333.26 The administrative procedures and op- 
Total Capital Funds 0 2 0 ow wl tw cw «Ue BS 6366,890,333.26 erational techniques of the Bureau have 
Deposits. » + + + $2,311,138,375.36 not been subjected to comprehensive sur- 
Treasurer's C hecks Outstanding - __ 19,098,373.37 vey and reappraisal since before the war. 











Total Deposits -  * ee ee ee 2,330,236,748.73 Subsequent to 1940, however, the work 
Acceptances . -$  19,885,110.86 load of the Bureau has increased several 
Less: Own Acceptances ‘Held ; ; ; ; 

for Investment . . . . 7,967,044.21 fold, with all tax collections increasing 
$  11.918.066.63 600 per cent and number of tax returns 


Dividend Payable January 3, 1949 3,000,000.00 increasing nearly 400 per cent. Shortages 


Items in Transit with Foreign of materials during the war years pre- 
Branches . Vite 120,297.76 vented the installation of office machines 
Accounts Pays shile, Reserve for and mechanized operations contemporane- 
Expenses, Taxes, etc. . . - _72,511,648.68 ously with the expansion in the size of 
__87,550,013.09 the Bureau's job. Accordingly, it is be- 

Total Liabilities... - » + $2,784.677,095.08 lieved that important improvements may 


be realized in many phases of the work. 
in the above Statement are pledged to qualify for : 
oneys as required by law, and for other pury 














J. LUTHER CLEVELAND WILLIAM L. KLEITZ 
Chairman of the Board President 


DIRECTORS 
GEORGE G. ALLEN Director, British- LEWIS GAWTRY 


< obacco C vany, Li d, _ 7. 
American ‘Tobacco Company Limited’ JOHN A. HARTFORD _ President, The Great 
WILLIAM B. BELI P President Atlantic & Pacific Tea Company 
ein ; American Cyanamid Company CORNELIUSF. KELLEY Chairman ofthe Board, 
F. W. CHARSKE Chetan. Scative Anaconda Copper Mining Company 
i Coramittee, Union Pacific Railroad Company MORRIS W. KELLOGG A chairman of the 
J. LUTHER CLEVELAND Chairmanof the Board Board, The M. W. Kellogg Company 
W. PALEN CONWAY WILLIAM L. KLEITZ President 


CHARLES P. COOPER President, CHARLES S. MUNSON Chairman, Executive 

The Presbyterian Hospital in the City of New York Committee, Air Reduction Company, Inc. 
WINTHROP M. CRANF, Jr. President, . satis 

Crane & Co., Inc., Dalton, Mase WILLIAM C. POTTER Retired 

STUART M. CROCKER President, GEORGE E. ROOSEVELT of Roosevelt & Son 

Phe Columbia Gas System, Ine. pUGENE W.STETSON — Chairman, Executive 

JOHN W. DAVIS of Davis Potk Wardwell Committee, IHlinois Central Railroad Company 

Sunderland & Kiendl ; 
THOMAS J. WATSON President, 


, Retabiles 
CHARLES E. DUNEAL President, International Business Machines Corporation 
Berwind-White Coal \iiming Company 





CHARLES E. WILSON President, General 


GANO DUNN President. 
Electric Company 


The J. G. White Engineering Corporation 

WALTER S. FRANKLIN Executive Vice- ROBERT W. WOODRUFF : _. Chairman, 

President, The Pennsylvania Railroad Company Executive Committee, The Coca-Cola Company 
Member Federal Deposit Insurance Corporation 


“My father’s not in, but if its about 
insurance, I’m his beneficiary” 











... and what do we mean by 
proved accuracy ? 
Consider Accounts Receivable post- 
ing as an example. With the Sund- 
strand machine, customers’ statements 
are prepared simultaneously with the 


posting of the ledger. 


And, as each posting is completed, 
printed evidence of accuracy is fur- 


nished automatically ‘by the machine. 


with UNDERWOOD SUNDSTRAND 
Accounting Machines 


% 





This mechanical proving of the work 


as it progresses eliminates the need 


for time-consuming checking oper- 
ations. Work is speeded up. Books 
are always in balance. You save hours 


. and eliminate overtime work. 


Speed comes naturally with Sundstrand 
machine operation. Notice the key- 
board — only 10 numerical keys — 
grouped under the finger tips of one 
hand! Office clerks develop high 
speed after just a few hours’ practice. 


And, you use your own personnel. 


You'll find that other applications... 
Payable, Payroll, Stock 
Records, and many other accounting 
jobs are handled easier, faster, and 


more economically with Underwood 


Accounts 


Sundstrand Accounting Machines. 


There's a trained Underwood Repre- 
sentative in your community .. . 
ready and able to help you save time 
and money on accounting problems 
with the versatile and flexible Sund- 
strand Accounting Machines... 


Call him today. 








Underwood Corporation 


Typewriters Adding Machines... 


Ribbons a 


Accounting Machines... 
Carbon Paper... 1 other Supplies 
ONE PARK AVENUE, NEW YORK 16, N. Y. 


Underwood Limited, 135 Victoria St, Toronto 1, Canada 


Sales and Service Everywhere 














¢ «ee The integrity inherent in the name 
Allen-Wales on an adding machine is your 
ombe-a-bahd-1- Woh a. 4 O1O108.0-U On Gan) ot 28 28 DE-Bale! 
DEPENDABILITY—three factors essential 


icoM—t-hel—sa-Voa ces qvae-Lolobbale ms aat-Kol abbal-W ol-axobeaat-batol-™ 


ALLEN W WALES 


ALLEN-WALES ADDING MACHINE. DIVISION 
OF 
THE NATIONAL CASH REGISTER COMPANY 
444 MADISON AVENUE | 
NEW YORK 22, N. Y. 








